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ABSTRACT
The C olom bian economy, in  r e c e n t  y e a r s ,  h as  e x h ib i te d  a  s p o ra d ic  
r e c o rd  o f  g ro w th . I t s  i n d u s t r i a l  developm ent began  f a l t e r i n g  in  th e  
l a t e  1 9 5 0 ' s  when new o p p o r tu n i t i e s  f o r  im p o rt s u b s t i t u t i o n  cea sed  to  
em erge. The c o u n t r y ’s a g r i c u l t u r a l  s e c t o r ,  a  p o t e n t i a l  so u rce  o f  
grow th  f o r  many u n d e rd e v e lo p e d  n a t io n s ,  h as  n o t  been  s u f f i c i e n t l y  
p ro d u c tiv e  t o  o f f s e t  th e  s la c k e n in g  i n d u s t r i a l  a c t i v i t y  and t o  s u s ta in  
a  h ig h  l e v e l  o f  econom ic p r o g r e s s .
The p u rp o se  o f  t h i s  r e s e a rc h  i s  t o  exam ine th e  t h e o r e t i c a l  and 
p r a c t i c a l  c a s e s  f o r  fo c u s in g  d ev e lo p m en ta l e f f o r t s  on C o lo m b ia 's  r u r a l  
s e c to r  a s  a  s o u rc e  o f  econom ic e x p a n s io n . Im provem ents in  a g r i c u l t u r a l  
p r o d u c t iv i t y ,  i t  i s  shown, can  have b e n e f i c i a l  e f f e c t s  on th e  p ro c e ss  
o f  c a p i t a l  fo rm a tio n , th e  b a la n c e  o f  paym ents, and  th e  developm ent o f  
an  i n d u s t r i a l  b a s e .  I t  i s  a rg u e d  t h a t  th e  n e c e s s a ry  p r o d u c t iv i ty  
im provem ents in  th e  a g r i c u l t u r a l  s e c to r  can r e a d i l y  be acco m p lish ed  
by m o d if ic a t io n s  in  th e  p ro v is io n  o f  a g r i c u l t u r a l  c r e d i t .
To e s t a b l i s h  a  b a s i s  f o r  recommending m o d if ic a t io n s  in  c r e d i t  
a l l o c a t i o n s ,  th e  p r e s e n t  system  o f  a g r i c u l t u r a l  c r e d i t  in  Colom bia i s  
a n a ly z e d  a lo n g  two l i n e s .  F i r s t ,  th e  developm ent and  c u r r e n t  s t r u c tu r e  
o f  le n d in g  o p e r a t io n s  o f  th e  C aja  de C re d ito  A g ra r io , C o lo m b ia 's  m ajo r 
i n s t i t u t i o n  p ro v id in g  a g r i c u l t u r a l  lo a n  fu n d s , i s  exam ined from o f f i c i a l  
re c o rd s  o f  t h a t  a g en c y . T h is a n a ly s i s  r e v e a ls  t h a t  th e  p re s e n t  lo a n  
program  g iv e s  in o r d in a te  p re fe re n c e  t o  c a t t l e  and c o f fe e  p ro d u c e rs ,
vii
and h a s  n o t  b een  e f f e c t i v e  in  m eeting  th e  c r e d i t  needs o f  a  la r g e  
m a jo r i ty  o f  Colombian p e a s a n t  f a rm e rs .
The second  l i n e  o f  app ro ach  i s  t o  compute th e  r e l a t i v e  p ro d u c ­
t i v i t i e s  o f  some p rim a ry  a g r i c u l t u r a l  in p u ts  from  a  Cobb-Douglas 
p ro d u c tio n  f u n c t io n ,  w ith  a  v iew  tow ards recommending th o s e  in p u ts  
whose u se  sh o u ld  be a l t e r e d .  T h is  p ro c e d u re  shows t h a t  a g r i c u l t u r a l  
p ro d u c tio n  w ould  be im proved by  an expanded program  o f  a g r i c u l t u r a l  
c r e d i t  w hich f o s t e r s  th e  in c re a s e d  u t i l i z a t i o n  o f  la n d ,  f e r t i l i z e r s ,  
and  a g r i c u l t u r a l  m ach in e ry . The s tu d y  c o n c lu d es  t h a t  a  c r e d i t  
p rogram  b a se d  on th e s e  re q u ire m e n ts  would e n a b le  Colombian a g r i c u l tu r e  
t o  assume a  s u p p o r t iv e  p o s i t io n  in  th e  n a t i o n 's  economic developm ent.
CHAPTER I
INTRODUCTION
Colom bia, th e  fo u r th  l a r g e s t  L a t in  A m erican c o u n try  i n  p o p u la t io n
and th e  f i f t h  in  la n d  a r e a ,  h a s  a  g r e a t  r e s o u rc e  p o t e n t i a l  f o r  econom ic
d ev e lo p m en t. I t s  e n v ia b le  p o s i t io n  among L a t in  A m erican n a t io n s  h a s
been  d e s c r ib e d  b y  th e  Economic Commission f o r  L a t in  A m erica:
Colom bia h a s  p e rh a p s  th e  b e s t  b a la n c e d  economic 
re s o u rc e s  in  L a t in  A m erica. I t  h a s  p le n ty  o f  
a r a b le  la n d ;  c l im a t ic  c o n d i t io n s  w hich make 
p o s s ib le  th e  p ro d u c tio n  o f  a  w ide v a r i e t y  o f  
c ro p s ,  ra n g in g  from  t r o p i c a l  p ro d u c ts  l i k e  
c o f f e e ,  bananas and su g a r t o  o th e r s ,  such  as  
w heat and c o t to n ,  t h a t  r e q u i r e  a  te m p e ra te  
h a b i t a t ;  p roven  re s o u rc e s  o f  g o ld , p e tro le u m , 
c o a l  and i r o n ,  th e  l a s t  two ly in g  c lo s e  
to g e th e r ;  and d ev elo p ed  m a n u fa c tu r in g  c e n t r e s  
w ith  e x p e r ie n c e d  management and la b o u r .
Y et Colom bia r e c e n t ly  h a s  had  s e r io u s  d i f f i c u l t y  in  m o b il iz in g  
th e s e  re s o u rc e s  to w ard  a  s u s ta in e d  and  c o n s i s t e n t  l e v e l  o f  econom ic 
g ro w th . I t s  m ost s i g n i f i c a n t  p e r io d  o f  econom ic e x p an s io n  came in  
th e  l a t e  19 2 0 ’s when, l a r g e l y  a  r e s u l t  o f  boom ing c o f fe e  e x p o r ts  
and a  h ig h  l e v e l  o f  p u b l ic  in v e s tm en t in  b a s ic  s o c i a l  c a p i t a l  and 
i n  a g r i c u l t u r e ,  i t  a v e rag e d  a  5*2 p e r  c e n t  a n n u a l r a t e  o f  grow th
\ f a i t e d  R a t io n s ,  Economic Commission f o r  L a t in  A m erica, 
Economic Survey  o f  L a t in  A m erica, 1937 (E/CR. 1 2 / ^ 9 ) ;  1959; P* 1^9•
1
2
in  p e r  c a p i t a  g ro s s  p ro d u c t .  T here  was a  m arked d e c l in e  in  th e  grow th 
r a t e  i n  th e  e a r l y  y e a r s  o f  th e  D e p re s s io n , fo llo w e d  b y  a  re c o v e ry  
w hich  was s u s ta in e d  in to  th e  1 9 5 0 ' s .  T h is  more r e c e n t  ex p an s io n  was 
p r im a r i l y  a  r e s u l t  o f  a  p o l ic y  o f  im p o rt s u b s t i t u t i o n  w hich to o k  
ad v a n ta g e  o f  d w in d lin g  s u p p l ie s  o f  m a n u fa c tu red  goods from  a b ro a d  and 
r i s i n g  d o m estic  demand. By th e  1 9 6 0 ' s ,  how ever, im p o rt s u b s t i t u t i o n  
h ad  c l e a r l y  b een  pushed  t o  i t s  l i m i t  and th e  c o u n try  s e t t l e d  in to  a  
p a t t e r n  o f  i r r e g u l a r  grow th  w hich h a s  been  f l u c t u a t i n g  a b o u t a  mean
3
l e v e l  o f  a  m ere 1 .6  p e r  c e n t  an n u a l in c r e a s e  in  g ro s s  d o m estic  p ro d u c t .
A s tu d y  by  th e  Pan A m erican Union h a s  a t t r i b u t e d  th e  slowdown in
C olom bia’s i n d u s t r i a l  g row th  t o  an in o r d in a te  dependence on im p o rted
raw m a te r i a l s  f o r  d o m estic  m a n u fa c tu r in g , and t o  a  s ta g n a t io n  in  
I).
e x p o r t s .  These f a c t o r s ,  com bined w ith  f i s c a l  d i f f i c u l t i e s  in  r e c e n t  
y e a r s ,  have r e s u l t e d  in  s e v e re  i n f l a t i o n a r y  p r e s s u r e s  and r e c u r r e n t  
b a la n c e -o f-p a y m e n ts  c r i s e s ,  th u s  f u r t h e r  ham pering  g ro w th .
B ehind  th e  above b a s e s  o f  th e  grow th p ro b lem , how ever, l i e s  a  
more fu n d am en ta l c au se  w hich  h a s  i t s  r o o ts  in  a  lo n g  d is r e g a r d  o f  th e
5
a g r i c u l t u r a l  s e c t o r .  T hroughout th e  p e r io d  s in c e  19^-5 o f f i c i a l  e f f o r t s
^ U n ited  N a tio n s , Economic Commission f o r  L a t in  A m erica, A nalyses 
and P r o je c t io n s  o f  Economic Development,- I I I ,  The Economic D evelopm ent 
o f  C olom bia (E /C N .I2 / 365 ) , 1957; P • 2 6 l .
3
O rg a n iz a tio n  o f  A m erican S t a t e s ,  The A ll ia n c e  f o r  P ro g re s s  and 
L a t in  A m erican D evelopm ent P r o s p e c ts :  A F iv e -Y e a r R eview , I 96I - I 965 
(B a ltim o re : The Johns H opkins P r e s s ,  1967 ) ,  p .
4Pan A m erican U nion , I n d u s t r i a l i z a t i o n  in  L a t in  A m erica: P r i o r i t y  
P roblem s (W ash ing ton , D. C .: Pan A m erican U nion, May 3 1 / 1 9 6 7 ) ;  PP* ^  1 8 .
^ In  1959 , f o r  exam ple, p u b l ic  in v e s tm en t in  a g r i c u l t u r e  acco u n ted  
f o r  o n ly  one p e r  c e n t o f  t o t a l  p u b l ic  in v e s tm e n t, f a r  below  th e  minimum 
e x p e n d itu re  o f  n in e  p e r  c e n t  recommended by  th e  I n t e r n a t i o n a l  Bank fo r  
R e c o n s tru c t io n  and D evelopm ent. See J o in t  Tax Program , F i s c a l  Survey  
o f  Colom bia (B a ltim o re : The Johns H opkins P r e s s ,  1965 ) ,  p . 121 .
t o  f o s t e r  econom ic e x p an s io n  have b een  fo c u se d  p r im a r i ly  on i n d u s t r i a l  
a c t i v i t y .  T h is  em phasis on m a n u fa c tu r in g  has b een  p a r t l y  a  r e f l e c t i o n  
o f  th e  t r e n d  i n  u n d e rd ev e lo p ed  a r e a s  t o  w hat has b een  t e l l i n g l y  d e s c r ib e d  
a s  "co n sp icu o u s  p r o d u c t io n ,"  in v o lv in g  th e  f a l l a c i o u s  n o t io n  t h a t  a  
c o u n try  i s  d ev e lo p ed  b ecau se  i t  has f a c t o r i e s ,  r a t h e r  th a n  th e  more 
r e a l i s t i c  a sse ssm e n t t h a t  i t  has  f a c t o r i e s  b ecau se  i t  i s  d ev e lo p ed .
More p a r t i c u l a r l y ,  C o lo m b ia 's  own r e l a t i v e  overem phasis  on
in d u s t r y  a t  th e  expense  o f  a g r i c u l t u r e  has b een  th e  r e s u l t  o f  a  g re a t
d e a l  o f  p o o r a d v ic e .  Developm ent p o l i c y  in  Colom bia d u r in g  th e
1 9 5 0 ' s  was s t r o n g ly  in f lu e n c e d  b y  th e  f in d in g s  and recom m endations
6o f  th e  famous C u rr ie  R e p o r t. C u rr ie  and  h i s  a s s o c ia te s  u rg e d  th e  
Colom bian governm ent t o  en cou rage  p o p u la t io n  movements o f f  o f  th e  la n d  
and  i n t o  th e  c i t i e s  where th e  a d d i t i o n a l  w orkers  would be em ployed on 
p u b l ic  c o n s t r u c t io n  p r o j e c t s .  The hope was t h a t  th e  a d d i t i o n a l  e a rn in g s  
g e n e ra te d  b y  th e  c o n s t r u c t io n  a c t i v i t y  would in c r e a s e  th e  demand f o r  
i n d u s t r i a l  o u tp u t ,  r e s u l t i n g  in  a  s e l f - s u s t a i n e d  p ro c e s s  o f  c a p i t a l  
fo rm a tio n  and  i n d u s t r i a l  e x p a n s io n . But th e  C u rr ie  P la n  f a i l e d  to  
re c o g n iz e  t h a t  th e  s im p le  w ith d ra w a l o f  re s o u rc e s  from  a g r i c u l tu r e  
would n o t n e c e s s a r i l y  in c r e a s e  th e  p r o d u c t iv i ty  o f  rem a in in g  r e s o u rc e s ,  
and  t h a t  a  w ith d ra w a l was e co n o m ic a lly  j u s t i f i a b l e  o n ly  a f t e r  p r o d u c t iv i ty  
had  b e en  s i g n i f i c a n t l y  in c re a s e d  in  t h a t  s e c to r .  M oreover, th e  r e c e n t  
r e c o rd  o f  g row th  and  th e  b u rg e o n in g  u rb a n  prob lem s a t te n d a n t  t o  such  
a  p o l i c y  have e f f e c t i v e l y  r e f u te d  th e  t h e s i s ,  and  have d e m o n stra ted  
th e  n e c e s s i t y  o f  a t t a c k in g  C o lo m b ia 's  developm ent p rob lem s a t  t h e i r  
s o u rc e - -o n  th e  la n d .
i n t e r n a t i o n a l  Bank f o r  R e c o n s tru c tio n  and  D evelopm ent, The B a s is  
f o r  a  D evelopm ent Program  f o r  Colom bia (B a ltim o re : The Johns Hopkins 
P r e s s ,  1950)-
F o r d e s p i te  r e c e n t  p o l ic y  p r e d i l e c t i o n s  to w ard  i n d u s t r i a l i z a t i o n ,  
Colom bia rem ains a  p re d o m in a te ly  a g r a r i a n  n a t io n  w ith  more th a n  h a l f  
o f  th e  p o p u la t io n  s t i l l  e a rn in g  i t s  l i v i n g  from  a g r i c u l t u r a l  p u r s u i t s .  
Crop and  l iv e s to c k  p ro d u c tio n  c o n tin u e  t o  make th e  l a r g e s t  s in g le  
c o n t r ib u t io n  t o  n a t io n a l  incom e, and  a re  th e  m ain so u rc e  o f  C o lo m b ia 's  
f o r e ig n  exchange e a r n in g s .
A g r ic u l tu r a l  a c t i v i t y  in  Colom bia may he  g rouped  i n to  th r e e  
r e l a t i v e l y  d i s t i n c t  ty p e s  o f  p ro d u c tio n :  ( l )  com m ercial fa rm in g ,
(2) c a t t l e  ra n c h in g , and (3 ) s u b s is te n c e  fa rm in g . Each o f  th e s e  
e x h ib i t s  s p e c ia l  c h a r a c t e r i s t i c s  an d  p r e s e n ts  s p e c ia l  p rob lem s f o r  
d ev e lo p m en t.
Com m ercial fa rm in g , in v o lv in g  th e  m echanized  p ro d u c tio n  o f  a  
s in g le  c ro p  on a  la r g e  s c a le ,  i s  r e l a t i v e l y  r e c e n t  i n  C olom bia, 
h a v in g  become a  s i g n i f i c a n t  p a t t e r n  o f  p ro d u c tio n  o n ly  in  th e  1 9 5 0 ' s .  
P r i o r  t o  t h a t  tim e , e f f o r t s  a t  com m ercial fa rm in g  were r e s t r i c t e d  p r i ­
m a r i ly  t o  b anana  grow ing in  th e  c o a s t a l  r e g io n s ,  and  t o  su g a r  cane 
p ro d u c tio n  in  th e  Cauca V a lle y . I n  r e c e n t  y e a r s ,  how ever, com m ercial 
fa rm in g  m ethods have b een  ex ten d e d  t o  c e r e a l s ,  c o t to n ,  and A f r ic a n  
p a lm s .
C a t t l e  ra n c h in g , a s  a  r u l e ,  r e p r e s e n ts  th e  p h y s ic a l ly  l a r g e s t  
and m ost p o p u la r  form  o f  a g r i c u l t u r a l  o p e ra t io n  i n  Colom bia. T h is  
i s  d ue , i n  p a r t ,  t o  th e  p r e s t i g e  e n jo y ed  b y  c a t t le m e n , and  in  a d d i t io n  
t o  a  d e s i r e  t o  h o ld  e x te n s iv e  la n d  a r e a s  a s  a  hedge a g a in s t  i n f l a t i o n .  
L arge c a t t l e  ra n c h es  dom inate th e  f e r t i l e  s o i l s  o f  th e  h ig h la n d  p l a t e a u s , 
(sh ad ed  re g io n  in  F ig u re  l )  th e  lo w lands o f  th e  n o r th e r n  c o a s t ,  th e  
Cauca and  M agdalena v a l l e y s ,  and  th e  wide s t r e t c h e s  o f  th e  e a s te r n  
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l i v e s to c k  p ro d u c tio n  a c c o u n ts  f o r  o n ly  a  t h i r d  o f  th e  t o t a l  v a lu e  o f  
C o lo m b ia 's  a g r i c u l t u r a l  o u tp u t ,  a s  com pared w ith  tw o - th i r d s  f o r  c ro p  
p ro d u c t io n .
S u b s is te n c e  fa rm in g  co m p rises  th e  so u rce  o f  l iv e l ih o o d  f o r  th e  
h u lk  o f  C o lo m b ia 's  r u r a l  p o p u la t io n .  Most o f  th e  s u b s is te n c e  farm s 
a re  s m a ll ,  ra n g in g  from  two t o  t e n  a c r e s  i n  s i z e ,  and  depend p r im a r i ly  
on fa m ily  la b o r  f o r  t h e i r  o p e r a t io n .  A la r g e  p a r t  o f  th e  farm  o u tp u t 
i s  consumed b y  th e  f a m ily , s u rp lu s e s  b e in g  s o ld  in  th e  w eekly  r e g io n a l  
m a rk e ts . An im p o r ta n t e x c e p t io n  t o  th e  g e n e r a l  p a t t e r n  o f  s u b s is te n c e  
fa rm in g  a r e  th e  c o f fe e  fa rm s , confo rm ing  in  m ost r e s p e c t s  t o  th e  above 
d e s c r ip t i o n ,  b u t  w hich a r e  o p e ra te d  on a  c a s h -c ro p  b a s i s .
The p r i n c i p a l  c ro p s  p ro d u ced  f o r  d o m estic  consum ption  in  Colombia 
a r e  c o f f e e ,  b a n a n a s , su g a r  c a n e , c o m , p o ta to e s ,  and r i c e .  As an  
e x p o r t  i te m , c o f fe e  i s  th e  m ost im p o r ta n t c ro p , r e p r e s e n t in g  ab o u t 
70 p e r  c e n t  o f  th e  v a lu e  o f  a l l  e x p o r ts ,  and  a b o u t 90 p e r  c e n t o f  th e  
v a lu e  o f  a g r i c u l t u r a l  e x p o r ts .  B ananas, to b a c c o , and  c o t to n  a l s o  f ig u r e  
im p o r ta n t ly  i n t o  C o lo m b ia 's  e x p o r t  a c t i v i t i e s .
Of th e  n a t i o n 's  t o t a l  la n d  a r e a  o f  more th a n  100 m i l l i o n  h e c ta r e s ,  
one t h i r d ,  o r  a b o u t 35 m i l l i o n  h e c ta r e s  i s  u t i l i z e d  f o r  a g r i c u l t u r a l
7
p ro d u c t io n .  C ro p lan d , in c lu d in g  la n d  ly in g  f a l lo w , a c c o u n ts  f o r  o n ly  
5 m i l l i o n  h e c ta r e s ,  o f  w hich  a lm o s t h a l f  i s  p la n te d  in  c o f fe e  and  c o rn . 
The re m a in in g  30 m i l l i o n  h e c ta r e s  a r e  d e v o ted  t o  p a s tu r e ,  o f te n  orily  
n o m in a lly .
Y ^
S. J .  M e jia , Memoria a l  C ongreso N a c io n a l, 1957-58 (B ogota: 
M in is t e r io  de A g r ic u l tu r a ,  Banco de l a  R e p u b lic a , 195&)y P* 190- 
One h e c ta r e  e q u a ls  2 .V7 a c r e s .
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The above f ig u r e s  r e v e a l  th e  s t r i k i n g  d is p r o p o r t io n  betw een  
c a t t l e  and  c ro p  p ro d u c tio n  i n  Colom bia, more s t r i k i n g  when i t  i s  
r e c a l l e d  t h a t  c a t t l e  p ro d u c tio n  g e n e ra te s  o n ly  a  t h i r d  o f  th e  t o t a l  
v a lu e  o f  a g r i c u l t u r a l  o u tp u t w h ile  en g ag in g  a lm o st 90 p e r  c e n t  o f  th e  
a g r i c u l t u r a l  la n d s .  When com bined w ith  th e  f a c t  t h a t  th e  la rg e  
c a t t l e  ra n c h e s  u s u a l l y  occupy th e  b e s t  la n d s ,  a re  o f te n  h e a v i ly  
c a p i t a l i z e d ,  and  have re a d y  a c c e s s  t o  c r e d i t ,  t h i s  im balance co n ­
s t i t u t e s  a  s e r io u s  w eakness in  C o lo m b ia 's  a g r a r ia n  s t r u c t u r e ,  and 
a c c o u n ts  f o r  many o f  th e  p rob lem s o f  low p r o d u c t iv i ty  in  Colom bian 
a g r i c u l t u r e .
I t  w i l l  be  th e  pu rp o se  o f  t h i s  work t o  i n v e s t ig a te  th e s e  and 
o th e r  con seq u en ces  o f  th e  lo n g  n e g le c t  o f  a g r i c u l t u r e ,  and t o  exam ine 
ways i n  w hich th e  a g r i c u l t u r a l  s e c to r  in  Colombia m igh t be  made more 
p ro d u c t iv e .  More s p e c i f i c a l l y ,  t h i s  s tu d y  w i l l  a rg u e  t h a t  d i s t o r t i o n s  
an d  d e f ic ie n c e s  i n  th e  p ro v is io n  o f  a g r i c u l t u r a l  c r e d i t  have c o n s t i tu te d  
a  m a jo r b a r r i e r  t o  th e  e x p an s io n  o f  a g r i c u l t u r a l  p ro d u c tio n .
T h is  t h e s i s  w i l l  f i r s t  c o n s id e r  th e  t h e o r e t i c a l  r o le  o f  a g r i c u l tu r e  
i n  econom ic developm ent a s  s t r e s s e d  in  c e r t a i n  " tw o -s e c to r"  m odels o f  
econom ic d ev elopm en t, and th e  fu n c t io n  o f  a g r i c u l t u r a l  c r e d i t  in  
im p lem en tin g  a  developm ent s t r a t e g y  w ith  such  an  o r i e n t a t i o n .  T h is  w i l l  
b e  fo llo w e d  b y  a  su rv e y  o f  th e  o r ig in s  and  developm ent o f  i n s t i t u t i o n s  
o f  a g r i c u l t u r a l  c r e d i t  in  Colom bia, and an e x am in a tio n  o f  th e  p re s e n t  
s t r u c t u r e  o f  c r e d i t  g ra n te d  b y  th e s e  i n s t i t u t i o n s .
I n  o rd e r  t o  in v e s t i g a t e  w h e th er th e  e x i s t i n g  c r e d i t  s t r u c tu r e  i s  
c o n s i s t e n t  w ith  th e  re q u ire m e n ts  o f  a g r i c u l t u r a l  e x p an s io n , a  Cobb- 
D ouglas p ro d u c tio n  fu n c t io n  w i l l  be  f i t t e d  f o r  th e  a g r i c u l t u r a l  s e c to r  
t o  d e te rm in e  th e  r e l a t i v e  p r o d u c t i v i t i e s  o f  p rim ary  a g r i c u l t u r a l  in p u ts .
8
On th e  b a s i s  o f  th e s e  r e s u l t s  and  o th e r  c r e d i t  d e f i c i e n c i e s  n o te d  th ro u g h ­
o u t t h i s  w ork, some recom m endations w i l l  be  made f o r  a  m o d if ic a t io n  o f  
th e  p r e s e n t  c r e d i t  p rogram  so  a s  t o  enhance a g r i c u l t u r e 's  l a t e n t  
c o n t r ib u t io n  to w ard  C o lo m b ia 's  econom ic developm en t.
CHAPTER I I
AGRICULTURE, AGRICULTURAL CREDIT 
AND ECONOMIC DEVELOPMENT
The c r i t i c a l  q u e s t io n  c o n f ro n t in g  Colom bia, l i k e  many n a t io n s  
a t  t h i s  s ta g e  o f  d ev elopm en t, i s  th e  r e l a t i v e  em phasis w hich sh o u ld  
be p la c e d  on a g r i c u l t u r a l  re fo rm  and  developm ent v i s - 'a - v i s  f u r t h e r  
i n d u s t r i a l  e x p a n s io n .
The d is a p p o in t in g  e x p e r ie n c e  o f  many n a t io n s  w hich  have o v e r-  
a n x io u s ly  t r i e d  t o  i n d u s t r i a l i z e  a t  th e  expense  o f  a g r i c u l t u r a l  
developm ent h a s  shown t h a t  i n d u s t r i a l  v e rs u s  a g r i c u l t u r a l  developm ent 
i s  a  s p u r io u s  i s s u e .  R a th e r , th e  c h i e f  fo c u s  o f  c o n ce rn  sh o u ld  be 
th e  r e l a t i o n s h i p s  be tw een  th e  two s e c to r s ,  and  on th e  p o s s ib le  
c o n t r ib u t io n s  w hich  e ac h  m igh t make t o  th e  o th e r .  I n  t h i s  r e s p e c t ,  
econom ic developm ent becomes synonymous w ith  b o th  i n d u s t r i a l  and 
a g r i c u l t u r a l  dev e lo p m en t.
The dependence o f  i n d u s t r i a l  e x p an s io n  on a g r i c u l t u r e  h a s  been  
em phasized  i n  r e c e n t  tw o - s e c to r  m odels o f  econom ic developm en t.
W. A r th u r  L ew is , i n  h i s  p a th -b re a k in g  m odel o f  t h i s  type,"*" d iv id e d  
th e  u n d e rd e v e lo p e d  economy i n to  a  c a p i t a l i s t  ( i n d u s t r i a l )  s e c to r  and
\ j .  A r th u r  L ew is, "Economic Developm ent w ith  U n lim ite d  S u p p lie s  
o f  L a b o r ,"  M an ch es te r S ch o o l, V o l. 2 2 , May, 195^* PP* 139-91*
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a  s u b s is te n c e  s e c to r ,  b o th  o f  w hich were c h a r a c te r iz e d  b y  s u rp lu s  l a b o r  
r e c e iv in g  a  t r a d i t i o n a l  wage g r e a t e r  th a n  i t s  m a rg in a l p ro d u c t .  Under 
th e  a ssu m p tio n  o f  a  m a rg in a l p ro d u c t in  a g r i c u l tu r e  o f  z e ro , o r c lo s e  
t o  z e r o ,  Lewis was a b le  t o  show how i n d u s t r i a l  grow th  was d e te rm in ed  
b y  th e  e x is te n c e  o f  a  la b o r  s u rp lu s  i n  a g r i c u l t u r e :  wages i n  th e
i n d u s t r i a l  s e c to r  would be k e p t low , p e r m i t t in g  l a r g e r  p r o f i t s  f o r  
re in v e s tm e n t i n  in d u s t r y  and  th e re b y  a c c e l e r a t i n g  th e  r a t e  o f  c a p i t a l  
a c c u m u la tio n .
L ew is, how ever, m in im ized  th e  r o le  o f  th e ' a g r i c u l t u r a l  s e c to r ,
e x c e p t a s  a  so u rc e  o f  i n d u s t r i a l  la b o r  an d  a s  a  d e p re s s a n t  t o  i n d u s t r i a l
w ages. G ustav  R an is  and John  F e i have d ev e lo p ed  a  m odel w hich more
f u l l y  e la b o r a te s  th e  in te rd e p e n d e n c e  o f  th e  a g r i c u l t u r a l  and  i n d u s t r i a l  
2
s e c to r s .  Drawing on L ew is ' b a s i s  a s su m p tio n s --a n d  m ost im p o r ta n t ly ,  
t h a t  o f  a  z e ro  m a rg in a l p r o d u c t iv i ty  o f  la b o r —th e y  d e s c r ib e  th e  
g row th  p a th  o f  th e  l a b o r - s u r p lu s  economy a s  a  th r e e - s t a g e  scheme in  
w hich L ew is ' a n a ly s i s  c o n s t i t u t e s  th e  f i r s t  s ta g e .
The second  s ta g e  i s  m arked b y  a  r i s i n g  m a rg in a l p ro d u c t o f  la b o r  
in  a g r i c u l t u r e  so t h a t  f u r t h e r  la b o r  s h i f t s  to  th e  i n d u s t r i a l  s e c to r  
r e s u l t  in  a  d e c l in e  in  farm  o u tp u t and an  im provem ent in  th e  i n t e r n a l  
te rm s  o f  t r a d e  in  f a v o r  o f  th e  farm  s e c to r .  As t h i s  change c o n t in u e s ,  
a  p o in t  w i l l  e v e n tu a l ly  be re a c h e d , th e  " c o m m e rc ia liz a tio n  p o in t , "  
w here th e  w o rk ers  m ig ra t in g  to  in d u s t r y  a r e  p ro d u c in g  an  o u tp u t j u s t  
e q u a l t o  th e  wage r a t e .  T h is  m arks th e  tu r n in g  p o in t  i n to  th e  t h i r d  
s ta g e ,  in  w hich o v e r a l l  g row th  becomes s e l f - s u s t a i n i n g  and  a g r i c u l t u r e
p
G ustav  R an is  and John  F e i ,  "A T h eo ry  o f  Economic D evelopm ent," 
A m erican Ecnomic R eview , V o l. 51* Sep tem ber, 1961 . pp . 533-65- See 
a l s o  t h e i r  more r e c e n t  v e r s io n , Developm ent o f  th e  Labor S u rp lu s  Economy 
(Homewood, I l l i n o i s :  R ic h a rd  D. I r w in ,  I n c . ,  196^ ) .
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comes t o  be a  f u l l y  com m ercial o p e r a t io n ,  r a th e r  th a n  a  t r a d i t i o n a l  
s u b s is te n c e  a c t i v i t y .
A somewhat d i f f e r e n t  tw o - s e c to r  model h as  been  d ev e lo p ed  by 
3
D ale W. J o rg e n so n . Jo rg e n so n  b a se s  h i s  a n a ly s i s  on th e  e m p ir ic a l ly
more a c c u ra te  a ssu m p tio n  t h a t  th e  m a rg in a l p ro d u c t o f  l a b o r  in
s u b s is te n c e  a g r i c u l t u r e  i s  i n i t i a l l y  p o s i t i v e ,  so  t h a t  from  th e
o u t s e t  th e  m ig r a t io n  o f  w o rk ers  from  a g r i c u l tu r e  c a u se s  farm  o u tp u t
to  d e c l in e .  T hus, th e  b a r r i e r  t o  developm ent i s  n o t  o n ly  a  sh o r ta g e
o f  c a p i t a l  in  th e  i n d u s t r i a l  s e c to r  l i m i t i n g  th e  a b s o r p t io n  o f  s u rp lu s
l a b o r ,  b u t  more im p o r ta n t ly  a  s h o r ta g e  o f  food  f o r  th e  grow ing u rban
w ork f o r c e .  As Jo rg e n so n  n o te s :
. . . o n e  o f  th e  c r i t i c a l  p a ra m e te rs  o f  th e  
e x p re s s io n  d iv id in g  econom ies i n to  d e v e lo p ­
in g  and s t a t i o n a r y  system s i s  th e  r a t e  o f  
te c h n o lo g ic a l  p ro g re s s  in  a g r i c u l t u r e . I f  
te c h n o lo g ic a l  p ro g re s s  can  be a c c e le r a te d  
by  th e  a cc u m u la tio n  o f  c a p i t a l  in  a g r i c u l tu r e  
th e  b a la n c e  betw een  food  s h o r ta g e  and a g r i c u l ­
t u r a l  s u rp lu s  may be t ip p e d  in  fa v o r  o f  
s u r p l u s . ^
D evelopm ent p o l ic y  m ust th e r e f o r e  c o n c e n tra te  on in c r e a s in g  a g r i c u l t u r a l  
p r o d u c t iv i ty  th ro u g h  means d e s ig n e d  t o  f o s t e r  c a p i t a l  a cc u m u la tio n  in  
t h a t  s e c t o r .
In  a d d i t io n  to  i t s  em phasis in  th e  above a n a l y t i c a l  m od e ls , th e  
c a se  f o r  a g r i c u l t u r a l  im provem ent a s  a  p re lu d e  t o  i n d u s t r i a l i z a t i o n
^D ale W. J o rg e n so n , "The D evelopm ent o f  a  D ual Economy,"
Economic J o u r n a l , V o l. J 1 , J u n e , 1961, PP. 309“3^*
^T. W. S c h u l tz ,  T ran sfo rm in g  T r a d i t io n a l  A g r ic u l tu r e  (New Haven: 
Y ale U n iv e r s i ty  P r e s s ,  196k)  and C. H. C. Kao, et_. a l . ,  "D isg u ise d  
Unemployment in  A g r ic u l tu r e :  A Summary," in  C. K. E ic h e r  and  L. W. W itt ,  
e d s . ,  A g r ic u l tu r e  in  Economic D evelopm ent (New Y ork: McGraw H i l l  Book 
C o ., 1 9 6 ^ ) , p p . 1 2 9 -4 3 .
J o rg e n so n , o p . c i t ♦, p .  33^*
h a s  a l s o  r e c e iv e d  s u b s t a n t i a l  su p p o r t  from  many l e s s  fo rm al d is c u s s io n s
o f  econom ic g ro w th . F o r exam ple, P . R. Brahmananda h as  a rg u e d , on
th e  b a s i s  o f  th e  e x p e r ie n c e  o f  I n d ia ,  t h a t  th e  fo o d  su p p ly  (a s  a  wage
good) i s  th e  p r i n c i p a l  l i m i t  on grow th  in  t h a t  c o u n try  and in  m ost
o th e r  u n d e rd e v e lo p e d  n a t io n s .^  Brahmananda su g g e s ts  t h a t  an  ex p an sio n
o f  a g r i c u l t u r a l  o u tp u t  w i l l  e a se  th e  m a jo r r e s t r i c t i o n  on th e  r a t e
o f  developm ent in  th e  n o n - a g r i c u l tu r a l  s e c t o r s . A g r ic u l tu re  can th u s
o p e ra te  a s  " th e  l e v e r  w hich s e t s  th e  b a l l  o f  developm ent r o l l i n g .  I t
7
g iv e s  th e  b ig  push w hich g e n e r a te s  e m u l a t i v e  g ro w th ."
The p ro c e s s  by  w hich  an  e x p an s io n  o f  a g r i c u l t u r a l  o u tp u t can
c o n t r ib u te  t o  g e n e r a l  economic developm ent h as  been  more c l e a r l y
8
d e l in e a te d  by  W illiam  H. N ic h o l l s . I t  i s  N ic h o l l s 1 c o n te n t io n  
t h a t  u n d e rd e v e lo p e d  c o u n t r ie s  m ust re a c h  a  c e r t a i n  h i s t o r i c a l  s ta g e ,  
c h a r a c te r i z e d  p r im a r i ly  by  a  r e l i a b l e  fo o d  s u r p lu s ,  b e fo re  i n d u s t r i a l  
developm ent can  ta k e  p la c e .  Once t h i s  s ta g e  i s  re a c h e d , how ever, 
a g r i c u l t u r e  can  make th e  fo llo w in g  s p e c i f i c  c o n t r ib u t io n s  t o  economic 
g ro w th : ( l )  i t  can  r e l e a s e  manpower f o r  in d u s t r y ;  (2 )  i t  can  g e n e ra te  
th e  d o m estic  p u rc h a s in g  power n e c e s s a ry  f o r  th e  p u rc h a se  o f  i n d u s t r i a l  
goods; (3 )  i t  can  c o n t r ib u te  t o  c a p i t a l  fo rm a tio n ; and  (4 )  i t  can  a s s u re  
i n d u s t r i a l  w o rk e rs  t h e i r  m a jo r wage good (fo o d )  a t  p r i c e s  co nducive  to  
th e  p r o f i t a b i l i t y  o f  new i n d u s t r i e s .
P . R . B rahm ananda, " A g r ic u l tu r a l  v e rs u s  I n d u s t r i a l  D evelopm ent," 
i n  Howard S . E l l i s ,  e d . ,  Economic Developm ent f o r  L a t in  Am erica  (London: 
M acm illan , 1 9 6 1 ) ,  p p . 339 -424 . \
7I b i d . , p . 421 . ^
^W illiam  H. N ic h o ls ,  " Ih e  P la c e  o f  A g r ic u l tu r e  in  Economic 
D evelopm ent,"  in  E ic h e r  and  W it t ,  op . c i t . ,  p p . 1 1 -4 4 .
Viewed in  th e s e  te rm s , th e  a g r i c u l t u r a l  s e c to r  in  Colom bia th u s
p o s s e s s e s  enormous p o t e n t i a l  f o r  c o n t r ib u t in g  t o  t h a t  n a t i o n 's  economic
d ev elo p m en t. I t s  r u r a l  p o p u la t io n  o f  7*8 m i l l i o n ,  o r  51 Pe ^ c e n t  o f
g
th e  t o t a l  in  1961 , r e p r e s e n ts  a  s iz e a b le  so u rce  o f  l a b o r .  A ggregate
p u rc h a s in g  pow er o f  th e  r u r a l  s e c to r  i s  l a r g e ,  a s  e v id en ced  by  th e  f a c t
t h a t  i t  c o n t r ib u te d  $8 b i l l i o n  t o  g ro s s  dom estic  p ro d u c t in  1963 .? a s
com pared w ith  o n ly  $4 b i l l i o n  f o r  m a n u fa c tu r in g , and $3 b i l l i o n  f o r
c o m m e rc e .^  The s h e e r  s i z e  o f  th e  a g r i c u l t u r a l  s e c to r  i s  in d ic a t iv e
o f  i t s  p o t e n t i a l  a s  a  so u rc e  o f  c a p i t a l  fo rm a tio n  w hich m igh t be
m o b iliz e d  th ro u g h  t a x a t io n ;  i t  h as  been  e s t im a te d  t h a t  th e  p r e s e n t
r u r a l  p r o p e r ty  t a x  system  in  Colom bia c o u ld  y i e ld  a s  much a s  $1 b i l l i o n
in  t a x  rev en u e  a s  com pared w ith  th e  $37*5 m i l l io n  a c tu a l ly  c o l l e c te d
11from  r u r a l  p r o p e r t i e s  in  i 9 6 0 . F i n a l l y ,  an in c re a s e  in  th e  su p p ly
o f  a g r i c u l t u r a l  p ro d u c ts  m igh t c o r r e c t  th e  te n d en c y  f o r  a g r i c u l t u r a l
p r i c e s  to  r i s e  f a s t e r  th a n  commodity p r i c e s  in  g e n e r a l ,  a s  th e y  have
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o v e r  ro u g h ly  th e  l a s t  d e c a d e .
In  a d d i t io n  t o  th e  above i n t e r n a l  c o n t r ib u t io n s  w hich a g r i c u l tu r e  
c o u ld  make t o  econom ic d ev elopm en t, Jo h n s to n  and M ello r have a ls o
^ J o in t  Tax Program , F i s c a l  S u rv ey , p .  108.
" ^ ^ n i t e d  N a tio n s , Economic Commission f o r  L a t in  A m erica, S t a t i s t i c a l  
B u l l e t i n  f o r  L a t in  A m erica, V o l. I l l  (F e b ru a ry , 1966 ) ,  p .  137• V alue 
te rm s  p r e f ix e d  by  r e f e r  t o  Colombian p e s o s , e x c e p t w here o th e rw ise  
i n d ic a te d .
11
J o i n t  Tax; Program , F i s c a l  S u rv ey , p p . 122 , 132 .
■ ^ E x p en d itu res  f o r  fo o d  in  Colombia c o n s t i t u t e  a  la r g e  4 8 .6  p e r  c e n t 
o f  t o t a l  consum ption  o u t la y s ,  th e  t h i r d  h ig h e s t  in  a l l  o f  L a t in  A m erica. 
See U n ite d  N a tio n s , Economic Commission f o r  L a t in  A m erica, The P ro ce ss  
o f  I n d u s t r i a l  D evelopm ent in  L a tin  A m erica, (e /C N .1 2 /7 1 6 ), 1966 , p . 121.
em phasized  im p o r ta n t b e n e f i t s  w hich would a c c ru e  in  th e  sp h ere  o f  f o r e ig n
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t r a d e  a s  a  r e s u l t  o f  a g r i c u l t u r a l  e x p an s io n . By ex pand ing  dom estic
a g r i c u l t u r a l  p r o d u c t io n , th e y  p o in t  o u t ,  d e v e lo p in g  n a t io n s  need  n o t
draw  on s c a rc e  f o r e ig n  exchange r e s e rv e s  in  o rd e r  t o  fe e d  th e  in c re a s in g
p o p u la t io n .  I n  a d d i t io n ,  an  e n la rg em en t o f  a g r i c u l t u r a l  e x p o r ts  i s
l i k e l y  t o  be  one o f  th e  m ost p ro m is in g  means f o r  a  d e v e lo p in g  c o u n try
t o  augm ent i t s  f o r e ig n  exchange e a r n in g s .  T h is  f o r e ig n  exchange
a s p e c t  o f  a g r i c u l t u r a l  developm ent i s  p a r t i c u l a r l y  r e le v a n t  f o r
C olom bia, a s  i t  h a s  b een  e s t im a te d  t h a t  b y  1975> u n le s s  p r e s e n t  t r e n d s
a re  changed , th e  c o u n try  w i l l  become a  n e t  im p o r te r  o f  r i c e ,  w heat,
b e a n s , co co a , and  c o t to n ,  a l l  o f  w hich a re  c u r r e n t ly  b e in g  p ro d u ced .
F u r th e rm o re , e x p o r t  o p p o r tu n i t i e s  a p p e a r  to  be good in  c o rn , su g a r ,
and  p o ta to e s —p ro d u c ts  w hich a re  e x p e c te d  to  be p roduced  in  s u rp lu s  
lk
h y  1975 - A c a r e f u l l y  p la n n e d  ex p an s io n  o f  a g r i c u l t u r a l  p ro d u c tio n  
c o u ld  th u s  open a  new a re a  o f  im p o rt s u b s t i t u t i o n s  t o  re p la c e  th o se  
now f a l t e r i n g ,  and  c o u ld  a l s o  c o n t r ib u te  s i g n i f i c a n t l y  t o  C o lom bia 's  
e x p o r t  e a r n in g s .
I t  i s  c l e a r ,  th e n ,  t h a t  a g r i c u l t u r a l  developm ent m ust be b o th  
a  p re lu d e  and an  accom panim ent t o  a  s u s ta in e d  i n d u s t r i a l  ex p an s io n . 
A c c o rd in g ly , i f  Colom bia i s  t o  e x p e r ie n c e  f u r t h e r  i n d u s t r i a l  g row th , 
i t  becomes im p e ra tiv e  t h a t  i t s  b a s ic  a g r i c u l t u r a l  problem s be exam ined,
^ B ru c e  J o h n s to n  and John M e llo r , "The R ole o f  A g r ic u l tu r e  in  
Economic D evelopm ent," A m erican Economic Review , V o l. 51> Septem ber,
1961 , pp . 566-93 .
“^C en tro  de E s tu d io s  p a ra  D e s a r ro l lo  Econom ico, Colombian 
Im port Demand f o r  S e le c te d  A g r ic u l tu r a l  C om m odities, 1965 a n d  1975 
(B ogota: U n iv e r s i ty  o f  th e  A ndes, 196^ ) ,  p . lVf.
an d  p o s i t i v e  m easu res  ta k e n  to  in s u re  t h a t  a g r i c u l t u r e 's  f u l l  c o n t r ib u t io n  
t o  th e  e s ta b l is h m e n t  o f  i n d u s t r i e s  w i l l  be  made.
The R ole  o f  C re d it  in  A g r i c u l tu r a l  Developm ent
Any p la n n e d  e x p an s io n  o f  econom ic a c t i v i t y  m ust f i r s t  c o n s id e r  
th e  m o b i l iz a t io n  o f  e x i s t i n g  la n d , l a b o r ,  and c a p i t a l .  I n  th e  i n i t i a l  
s ta g e s  o f  d ev e lo p m en t, a g r i c u l t u r e  may have somewhat o f  an  ad van tage  
o v e r in d u s t r y  b e c a u se  i t  i s  u s u a l l y  p o s s ib le  t o  in c re a s e  th e  p ro d u c ­
t i v i t y  o f  a v a i l a b l e  re s o u rc e s  in  t h a t  s e c to r  b y  r e l a t i v e l y  m odest
o u t la y s .  An im p o r ta n t way o f  e f f e c t i n g  such  a  m o b i l iz a t io n  i s
th ro u g h  th e  e x te n s io n  o f  a g r i c u l t u r a l  c r e d i t  f a c i l i t i e s .
P r o p e r ly  c o n c e iv e d , a g r i c u l t u r a l  c r e d i t  sh o u ld  in v o lv e  p ro d u c tio n  
lo a n s  p r im a r i ly .  The s p e c ia l i z e d  n a tu re  o f  t h i s  ty p e  o f  c r e d i t  has 
b e en  d e s c r ib e d  b y  one so u rce  a s  fo l lo w s :
i s  a n  econom ic in s tru m e n t d i r e c t e d  to w ard  
th e  p r o v is io n  o f  th e  n e c e s s a ry  f i n a n c i a l  re s o u rc e s  
o f  a g r i c u l t u r e ,  when th e  p ro d u c e r  la c k s  s u f f i c i e n t  
c a p i t a l  o f  h i s  o w n . . . .  The m ain aim o f  t h i s  p ro ­
v i s io n  o f  c a p i t a l  i s  t o  a c h ie v e  a  l a r g e r  o r
maximum p r o d u c t iv i ty  o f  th e  o th e r  f a c to r s  o f
p ro d u c t io n :  human la b o r  and  n a t u r a l  r e s o u r c e s . -*-5
I n  o th e r  w ords, th e  g e n e r a l  r o le  o f  a g r i c u l t u r a l  c r e d i t  in  econom ic
developm ent i s  t o  in s u re  a  f u l l e r ,  more p ro d u c tiv e  u se  o f  e x i s t i n g
r e s o u r c e s ;  and  a t  l e a s t  t o  m a in ta in , i f  n o t expand , a g r i c u l t u r a l
o u tp u t w h ile  i n d u s t r i a l i z a t i o n  ta k e s  p la c e .
The s p e c i f i c  r o le  o f  a g r i c u l t u r a l  c r e d i t  in  economic developm ent
1 ^i s  p a r t i a l l y  e x p la in e d  b y  T . W. S c h u l t z 's  " in d u s t r i a l - u r b a n  h y p o th e s is ."
■^Economic D evelopm ent I n s t i t u t e ,  Memoria d e l  S em inario  
C en tro am erican o  de C re d ito  A g r ic o la  (W ashington, D. C .:
I n t e r n a t i o n a l  Bank f o r  R e c o n s tru c tio n  and D evelopm ent, 195*0 >
V o l. I ,  p . IT-
■*^r. W. S c h u l tz ,  The Economic O rg a n iz a tio n  o f A g r ic u l tu re  
(New York: M cG raw -H ill, 1953) ,  PP- 1^6-51-
I n  an  a tte m p t t o  e x p la in  r e g io n a l  d i s p a r i t i e s  in  a g r i c u l t u r a l  developm ent, 
S c h u ltz  d ev e lo p ed  a  m odel w hich n o te s  t h a t  developm ent ta k e s  p la c e  w ith in  
a  s p e c i f i c  l o c a t i o n a l  m a tr ix ,  c e n te re d  a b o u t an  i n d u s t r i a l - u r b a n  c o re .
T h is  c o re  i s  c h a r a c te r iz e d  b y , among o th e r  th in g s ,  r e l a t i v e l y  e f f i c i e n t  
m a rk e ts  f o r  a g r i c u l t u r a l  in p u ts  and  o u tp u ts .  Thus an  a g r i c u l t u r a l  re g io n  
s i t u a t e d  in  c lo s e  p ro x im ity  t o  an expand ing  in d u s t r i a l - u r b a n  c e n te r  w i l l  
en g en d e r w i th in  i t s e l f  th e  n e c e s s a ry  m arket l in k a g e s ,  in c lu d in g  ad eq u a te  
c r e d i t  f a c i l i t i e s .
B ut S c h u l t z 's  h y p o th e s is  im p lie s  t h a t  th e  em ergence o f  c r e d i t
and  o th e r  f i n a n c i a l  i n s t i t u t i o n s  i s  a  p a s s iv e —th o u g h  n e c e s s a ry - -
re sp o n se  t o  an  e x i s t i n g  demand, arid t h a t  t h e i r  grow th can  be e x p ec te d
t o  o c c u r  more o r  l e s s  a u to m a t ic a l ly  in  th e  p ro c e ss  o f  developm ent.
Hugh T . P a t r i c k ,  c h a r a c te r i z in g  t h i s  ap p ro ach  a s  a  "dem and-fo llow ing
phenom enon," s u g g e s ts  t h a t  in  u n d e rd ev e lo p ed  c o u n t r ie s  i n s t i t u t i o n a l
f a c t o r s  may s e v e r e ly  l i m i t  th e  spo n tan eo u s em ergence o f  th e  n e c e s s a ry
ITf i n a n c i a l  i n s t i t u t i o n s .
P a t r i c k  a rg u e s  t h a t  i n  such  c a s e s  c r e d i t  i n s t i t u t i o n s  m ust be 
v iew ed  a s  " s u p p ly - le n d in g  phenom ena," and  th e r e f o r e  c r e a te d  i n  advance 
o f  th e  demand f o r  them . The p o s s i b i l i t y  o f  a c c e ss  t o  s u p p ly - le a d in g  
funds, may have fa v o ra b le  p s y c h o lo g ic a l  and e x p e c ta t io n a l  e f f e c t s  on 
e n tr e p r e n e u r s  i n  b o th  th e  a g r i c u l t u r a l  and  i n d u s t r i a l  s e c to r s ;  th e  one 
u s in g  fu n d s  to  in c r e a s e  a g r i c u l t u r a l  su p p ly , th e  o th e r  f o r  s e r v ic in g  
th e  grow ing demand f o r  new a g r i c u l t u r a l  in p u ts .  I n  a d d i t io n  t o  th e  
s t im u la t io n  o f  e n t r e p r e n e u r i a l  a c t i v i t y ,  s u p p ly - le a d in g  c r e d i t  can a l s o
-^Hugh T . P a t r i c k ,  " F in a n c ia l  Developm ent and Economic Growth 
in  U nderdeveloped  C o u n t r ie s ," Economic Development and C u l tu r a l  Change, 
V o l. 14, J a n u a ry , 1966, pp . 17^-89-
f a c i l i t a t e  th e  n e c e s s a ry  t r a n s f e r s  o f  r e s o u rc e s  from  one s e c to r  to  
a n o th e r .
B oth  th e  s u p p ly - le a d in g  and  dem an d -fo llo w in g  ap p ro ach es  v i s u a l i z e  
c r e d i t  a s  a  p e rm is s iv e  f a c t o r  in  developm en t. More th a n  t h i s ,  c r e d i t  
p o l i c y  can  a l s o  he a  p o s i t i v e  f a c t o r  i n  sh ap in g  th e  c h a r a c te r  o f  
a g r i c u l t u r a l  e x p a n s io n . I f  th e  o b je c t iv e s  o f  developm ent a r e  c l e a r l y  
and  e x p l i c i t l y  d e f in e d , some form  o f  "p lan n ed "  a g r i c u l t u r a l  c r e d i t ,  
t h a t  i s ,  a  g o a l - o r ie n te d  c r e d i t  p rogram  a d m in is te r e d  b y  a  s t a t e  agency  
su ch  a s  th e  C aja  de C re d ito  A g ra r io  in  C olom bia, can  a s s u re  t h a t  
th e s e  o b je c t iv e s  w i l l  be m et.
T here  a re  s e v e r a l  s p e c i f i c  ways i n  w hich  a  program  o f  p lan n ed  
c r e d i t  can im plem ent th e  g o a ls  o f  developm ent p o l i c y .  I t  can  be 
u se d , b y  s p e c i fy in g  r e s t r i c t i o n s  on th e  c ro p s  f o r  w hich c r e d i t  w i l l  
be  g ra n te d ,  t o  s t im u la te  th e  p ro d u c tio n  o f  c ro p s  w hich a re  c u r r e n t ly  
b e in g  im p o rted , o r  f o r  w hich  th e  need  f o r  im p o rts  w i l l  soon a r i s e .
I t  can  a l s o  be u se d , in  a  l i k e  m anner, t o  enco u rag e  th e  p ro d u c tio n  
o f  c ro p s  f o r  w hich e x p o r t  demand i s ,  o r  w i l l  b e , h ig h . F u rth e rm o re , 
a g r i c u l t u r a l  c r e d i t  can c o n t r ib u te  t o  c a p i t a l  fo rm a tio n  b y  en co u rag in g  
and  m aking p o s s ib le  r u r a l  s a v in g s  (d e b t repaym ent c o u ld  be a  form  
o f  s a v in g ) ,  and b y  b ro a d e n in g  th e  b a se  o f  la n d  ow nersh ip  s u b je c t  t o  
t a x a t io n .  F in a l l y ,  p la n n ed  a g r i c u l t u r a l  c r e d i t  can  s t im u la te  
i n d u s t r i a l  developm ent d i r e c t l y  th ro u g h  a g r i c u l t u r a l  " p ro v is io n "  lo a n s , 
g ra n te d  s o l e l y  f o r  th e  p u rc h a se  o f  c h e m ic a ls , f e r t i l i z e r s ,  t o o l s ,  
and o th e r  i n d u s t r i a l  p ro d u c ts .
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An ev en  more s p e c ia l i z e d  form  o f  p la n n ed  c r e d i t , o f te n  r e f e r r e d
l8t o  a s  " s u p e rv is e d "  c r e d i t ,  has th e  same g e n e ra l  aim  and c a p a b i l i t y  
o f  th e  p la n n e d  c r e d i t  d e s c r ib e d  abo v e, b u t  i s  much more l im i te d  in  
sc o p e . S p e c i f i c a l l y ,  s u p e rv is e d  c r e d i t  a t te m p ts  t o  gu ide  p ro d u c tio n  
an d  t o  im prove th e  p r o d u c t iv i t y  o f  in d iv id u a l  fa rm s , e s p e c i a l l y  th o s e  
o f  s m a ll  c u l t i v a t o r s  who do n o t own t h e i r  own la n d , and who do n o t have 
a c c e s s  t o  com m ercial c r e d i t .  S u p e rv ise d  c r e d i t  in v o lv e s ,  i n  a d d i t io n  
t o  th e  le n d in g  o f'm o n ey , t r a i n i n g  i n  a l l  a s p e c ts  o f  a g r i c u l t u r a l  
o p e r a t io n s ,  and  a re  th e r e f o r e  som etim es r e f e r r e d  t o  a s  " t r a i n i n g  lo a n s ."
I n  1961  th e  C aja  de C re d ito  A g ra r io  in  Colom bia lau n ch ed  a  p i l o t  
p r o j e c t  o f  s u p e rv is e d  c r e d i t  w ith  th e  a s s i s t a n c e  o f  th e  S e rv ic io  
T e c n ic o  A g r ic o la  Colom biana (STACA), and g ra n te d  122 lo a n s  o f  t h i s  
ty p e  i n  th e  f i r s t  y e a r  o f  th e  p r o j e c t . 1^ A lthough  t h i s  a m b itio u s  
p rogram  m igh t t h e o r e t i c a l l y  have a - g r e a t e r  im pact on th e  sh ap in g  
o f  a g r i c u l t u r a l  d ev elopm en t, a d m in is t r a t iv e  d i f f i c u l t i e s  and h ig h  
o p e r a t in g  c o s t s  have r e le g a te d  i t  t o  a  m inor p o s i t i o n  in  th e  t o t a l  
s t r u c t u r e  o f  p la n n e d  a g r i c u l t u r a l  c r e d i t  i n  Colom bia.
A g r ic u l tu r a l  C re d i t  and  Land Reform
A m a jo r o b s ta c le  t o  th e  e x p an s io n  and  d i v e r s i f i c a t i o n  o f  
a g r i c u l t u r a l  o u tp u t in  many u n d e rd ev e lo p ed  c o u n t r ie s  l i e s  in  th e  
sy stem  o f  la n d  ow n ersh ip  and  la n d  u se  u s u a l ly  found  in  th o s e  c o u n t r ie s .
Land i s  o f te n  u n e q u a lly  d i s t r i b u t e d  among th e  r u r a l  p o p u la t io n ,  r e s u l t i n g
l8 E rn e s t  F e d e r and  E. F . D a n ie ls ,  " C re d ito  C o n tro la d o ,
S u p e rv isa d o  y  C o o p e ra t iv o ," Economia G rancolom biana , V o l. V I,
No. IT , n . d . , pp . 182- 9 6 . ■
^ I n te r - A m e r ic a n  Committee f o r  A g r ic u l tu r a l  Developm ent (CIDA)
I n v e n to ry  o f  In fo rm a tio n  B as ic  t o  th e  P la n n in g  o f  A g r ic u l tu r a l  
D evelopm ent in  L a t in  A m erica: R eg io n a l R ep o rt (W ashington, D . C . :
Pan A m erican U nion, O c to b e r, 1 9 6 3 ) ,  p- 12.
i n  two c la s s e s  o f  p ro d u c e rs - -o n e  r i c h  and one p o o r - -w ith  d is p a r a te
a c c e s s  t o  c r e d i t  and o th e r  means o f  p ro d u c tio n , and w ith  d iv e rg e n t
p ro d u c tiv e  aim s and  m o tiv e s .
Land te n u re  in  C olom bia, a s  in  m ost o f  L a t in  A m erica, i s  a  p ro d u c t
o f  th e  S o u th e rn  E uropean system  o f  la n d  h o ld in g  in tro d u c e d  h y  th e
S p a n ish  c o n q u e ro rs , and  th e  in d ig e n o u s  system s w hich e x i s t e d  a t  th e  tim e  
20o f  c o n q u e s t. Out o f  th e  co m b in a tio n  o f  th e s e  system s em erged th e  
two dom inant p a t t e r n s  o f  p r e s e n t- d a y  te n u re  in  Colom bia: l a t i f u n d j a
and  m in if u n d ia .
As e ls e w h e re , th e  l a t i f u n d i a  in  Colom bia a re  c h a r a c t e r i s t i c a l l y  
l a r g e - s c a l e  l i v e s t o c k - c e r e a l  o p e ra t io n s  w hich u t i l i z e  th e  b e s t  a g r i ­
c u l t u r a l  la n d s ,  and  a r e  u s u a l ly  owned b y  a b se n te e  la n d lo r d s .  These 
o p e ra t io n s  a r e  o f te n  p o o r ly  m anaged, in v e s t  o n ly  a  minimum o f  c a p i t a l  
f o r  p r o d u c t iv i t y  im provem ents, and  em ploy a  low la b o r  in p u t  p e r  u n i t  
o f  la n d  a r e a .
I n  c o n t r a s t ,  th e  m in ifu n d ia  system , u n d e r w hich th e  l a r g e r
p a r t  o f  C o lo m b ia 's  r u r a l  p o p u la t io n  l i v e s ,  i s  dom inated  b y  sm a ll
fa rm s , more th a n  55 Pe r  c e n t o f  w hich a re  l e s s  th a n  5 h e c ta r e s  in  
21s i z e .  M oreover, th e  la n d  th e y  occupy i s  g e n e r a l ly  p o o r , o f te n  on 
m o u n ta in s id e s , and  in d iv id u a l  h o ld in g s  a re  f r e q u e n t ly  frag m en ted .
C le a r  t i t l e s  t o  th e  la n d  a re  uncommon, and  p ro d u c tio n , in v o lv in g  
a  lo w - le v e l  te c h n o lo g y , i s  p r im a r i ly  f o r  s u b s is te n c e  r a t h e r  th a n  th e  
m a rk e t.
P O See D avid Weeks, "The A g ra ria n  System o f  th e  S p an ish  
A m erican C o lo n ie s ,"  J o u rn a l  o f  Land and  P u b lic  U t i l i t y  Econom ics,
V o l. 2 3 , May, 19^7, pp . 153- 6 8 .
21J o i n t  Tax Program , F i s c a l  S u rvey , p . 112.
The p r e v a i l in g  p a t t e r n  o f  th e  l a t i f u n d ia - m in i f u n d ia  te n u re
system  in  Colom bia has been  v i v i d l y  d e s c r ib e d  i n  m icrocosm  b y
O rlando  F a ls -B o rd a  in  h i s  s o c io lo g ic a l  s tu d y  o f S a u c io , a  r u r a l
22community o f  77 p e a s a n t  f a m i l ie s  in  C e n t r a l  C olom bia.
Of th e  t o t a l  la n d  a r e a  o f  ab o u t 1 ,5 0 0  h e c ta r e s  i n  th e  community,
o v e r 80 p e r  c e n t was h e ld  b y  th r e e  la r g e  h a c ie n d a s , two o f  w hich were
owned b y  a b se n te e  la n d lo r d s .  The re m a in in g  la n d  was h e ld  by  p e a s a n t
f a m i l i e s ,  a l th o u g h  o n ly  k2 f a m i l ie s  p o s se s s e d  p ro p e r  t i t l e s .  The
av e rag e  s iz e  o f  th e  p e a s a n t h o ld in g s  was a  l i t t l e  o v e r 2 h e c ta r e s .
F ra g m e n ta tio n  o f  th e s e  farm s was n o t c o n s id e re d  t o  be  a  p a r t i c u l a r
p rob lem  in  S au c io  a s  com pared w ith  th e  r e s t  o f  th e  c o u n try ;  n e v e r th e le s s ,
23o n e - th i r d  o f  a l l  farm s c o n s is te d  o f  from  two t o  f iv e  s e p a ra te  p l o t s .
P o ta to e s ,  th e  m ain ite m  o f  s u b s is te n c e ,  were th e  p e a s a n ts ' 
p r i n c i p a l  c ro p , and  th e s e  th e y  c u l t i v a t e d  w ith  hoes and  wooden 
p lo w s. The l o c a l  h a c ie n d a s , on th e  o th e r  hand , w ere d ev o ted  a lm o st 
e x c lu s iv e ly  t o  p a s tu r e  f o r  c a t t l e  and  h o r s e s ,  and  were m a in ta in e d  w ith
r e l a t i v e l y  s o p h i s t i c a te d  fa rm in g  te c h n iq u e s .   -
A p art from  th e  p o t e n t i a l l y  e x p lo s iv e  s o c i a l  and p o l i t i c a l  s i t u a t i o n  
w hich such  a  te n u re  system  e n t a i l s ,  t h e r e  a re  co g en t econom ic j u s t i f i ­
c a t io n s  f o r  an  a l t e r a t i o n  in  th e  d e s c r ib e d  p a t t e r n  o f  la n d  h o ld in g  and  
u s e . P h i l i p  Raup has n o te d  t h a t  th e r e  i s  an  e s s e n t i a l  d i f f e r e n c e ,  
o f te n  o v e rlo o k e d , i n  th e  p ro c e s s e s  o f  in v e s tm e n t and c a p i t a l  fo rm a tio n
^ O r la n d o  F a ls -B o rd a , P e a sa n t S o c ie ty  i n  th e  Colombian Andes 
(G a in e s v i l l e :  U n iv e r s i ty  o f  F lo r id a  P r e s s , 1962).
23Ib id ., pp. 71-6 .
i n  th e  i n d u s t r i a l  and  a g r i c u l t u r a l  s e c to r s  o f  an  u n d erd ev e lo p ed  economy. 
I n  th e  i n d u s t r i a l  s e c to r ,  a l th o u g h  i n i t i a l  c a p i t a l  may he c o s t l y ,  accumu­
l a t i o n  i s  r e l a t i v e l y  r a p id  and  th e  r e tu r n s  t o  in v e s tm e n ts  a re  o f te n  
d ra m a tic .  I n  c o n t r a s t ,  c a p i t a l  fo rm a tio n  in  th e  a g r i c u l t u r a l  s e c to r ,  
w h ile  no l e s s  im p o r ta n t and  o f te n  c h e a p e r , te n d s  t o  he " a c c r e t i o n a r y ," 
t h a t  i s ,  r e q u i r in g  a  r e l a t i v e l y  lo n g  g e s ta t io n  p e r io d .  I n  v iew  o f  th e s e  
d i f f e r e n c e s ,  i t  i s  t o  he e x p e c te d  t h a t  c u l t i v a t o r s  in  a  system  o f  
u n s ta b le  te n u r e  such  a s  t h a t  found  i n  Colombia w i l l  he u n w il l in g  (and 
u n a b le )  t o  assum e th e  c o s t  and  r i s k  w hich th e  le n g th y  p ro c e s s  o f  
c a p i t a l  fo rm a tio n  i n  a g r i c u l t u r e  may r e q u i r e .  A l t e r a t io n s  in  la n d  
te n u r e  can  th u s  c r e a te  "a  new c lim a te  o f  e x p e c ta t io n s "  f o r  th e  m a jo r i ty  
o f  f a rm e rs , th e r e b y  p ro v id in g  a  "m ajo r fo rc e  in  m axim izing  / t h e /  
a c c r e t io n a r y  fo rm a tio n  o f  c a p i t a l  in  a g r i c u l tu r e  and in s u r in g  t h a t
2 S
s u r p lu s e s  above s u b s is te n c e  a r e  r e in v e s te d  in  th e  p ro d u c tiv e  p l a n t . "
W hile Eaup v iew s th e  p rob lem  o f  u n d e rin v e s tm en t in  a g r i c u l tu r e  
from  th e  p o in t  o f  v iew  o f  th e  l a n d le s s ,  i t  m ust be re c o g n iz e d  t h a t  th e  
n e g le c t  o f  a g r i c u l t u r a l  c a p i t a l  stem s a l s o  from  th e  in v e s tm en t and 
sp en d in g  b e h a v io r  o f  th o s e  w ith  e x te n s iv e  la n d h o ld in g s . Doreen 
W a rrin e r  has o b se rv ed  t h a t  u n d e r c o n d i t io n s  o f  e x tre m e ly  u n eq u a l la n d  
d i s t r i b u t i o n ,  w e a lth y  landow ners te n d  t o  use  t h e i r  la r g e  incom es f o r  
c o n sp icu o u s  consum ption , f o r  th e  e x p an s io n  o f  r u r a l  la n d h o ld in g s , 
f o r  in v e s tm e n t i n  u rb a n  p r o p e r ty ,  o r  t o  le n d  a t  h ig h  r a t e s  o f  i n t e r e s t
ph.
P h i l ip  Eaup, "The C o n tr ib u tio n  o f  Land Eeform t o  Economic 
D evelopm ent: An A n a ly t ic a l  Framework," Economic Developm ent and 
C u ltu r a l Change, .V o l .  X II , O ctob er , 1 9 6 3 , pp. 1 -2 1 .
25I b i d . ,  p . 8 .
t o  p o o re r  c u l t i v a t o r s .  T h is  b e h a v io r  n o t o n ly  i n h i b i t s  r u r a l  c a p i t a l  
fo rm a tio n  and a g r i c u l t u r a l  developm en t, b u t  a l s o  c o m p lic a te s  th e  p roblem  
o f  g e n e r a l  econom ic developm ent b y  e n co u rag in g  th e  p ro d u c tio n  and 
im p o r ta t io n  o f  lu x u ry  goods.
I n  a d d i t io n  t o  t h e i r  c r i t i c a l  r o le  in  th e  p ro c e s s  o f  a g r i c u l t u r a l  
c a p i t a l  fo rm a tio n , changes in  la n d  te n u re  may have o th e r  n o t ic e a b le  
e f f e c t s  on a g r i c u l t u r a l  developm en t. Land re fo rm  can  c o n t r ib u te  t o  a 
g r e a t e r  u se  o f  m odern s c ie n c e  an d  te c h n o lo g y  in  a g r i c u l tu r e  b y  in s u r in g  
t h a t  th e  rew ards o f  th e  in c re a s e d  p r o d u c t iv i t y  w i l l  a c c ru e  t o  th o s e  who 
a d o p t them . I t  can  expand th e  p ro d u c tio n  o f  c ro p s  r e l a t i v e  t o  th e  
p ro d u c tio n  o f  c a t t l e  and  th u s  c o r r e c t  g ro s s  d i s t o r t i o n s  in  th e  p a t t e r n  
o f  a g r i c u l t u r a l  p ro d u c tio n . F i n a l l y ,  la n d  re fo rm  may expand r u r a l
em ploym ent, a t  l e a s t  in  th e  s h o r t  ru n , b y  m aking a v a i l a b le  in c re a s e d
/
la n d  a r e a s  f o r  th e  u se  o f  r u r a l  w o rk e rs . The l a t t e r  was an  im p o rta n t
m o tiv a t io n  b e h in d  th e  Colom bian a g r a r ia n  re fo rm  m easures o f  1961; in
1959.> o f  a  r u r a l  p o p u la t io n  o f  a b o u t 7*5 m i l l i p n ,  o n ly  2 .4  m i l l io n
27'w ere c o n s id e re d  "ec o n o m ic a lly  a c t i v e ."
W hatever th e  economic b e n e f i t s  o f  a  w e ll-c o n c e iv e d  la n d  re fo rm , 
how ever, such  schemes a re  s o c i a l l y  and p o l i t i c a l l y  d i f f i c u l t  t o  e n a c t 
and  e n fo rc e .  I t  has b een  th e  e x p e r ie n c e  o f  m ost c o u n tr ie s  in  w hich 
te n u re  changes have b een  a tte m p te d  t h a t  th e  e c o n o m ic a lly  n e c e s sa ry  
program  h as  e i t h e r  b een  d i lu t e d  f o r  th e  sake o f  p o l i t i c a l  s t a b i l i t y ,  
o r  t h a t  d r a s t i c  re fo rm s have b een  pushed  w ith o u t r e g a rd  t o  s o c i a l ,
D oreen W a rr in e r , "Land Reform and Economic D evelopm ent," in  
E ic h e r  an d  W itt ,  op. c i t . ,  pp . 272 - 9 8 .
27'P r im e r  S em in ario  de l a  Reforma A g ra r ia ,  E s t r u c tu r a s  y  
T en d en c ia s  d e l  S e c to r  R u ra l en  Colom bia (B ogota: E d i to ra  C o n tin e n te ,
1 9 6 4 ), p . 4 9 . 1
p o l i t i c a l ,  o r  econom ic r e a l i t i e s .  I n  n e i t h e r  ex trem e c a se  can  la n d
re fo rm  m a n ife s t  i t s  i n t r i n s i c  c a p a b i l i t i e s  a s  a  c o n t r ib u to r  t o
econom ic g row th .
A w e l l - s t r u c tu r e d  system  o f  p la n n ed  a g r i c u l t u r a l  c r e d i t  can
h e lp  m inim ize o r  e l im in a te  many o f  th e  d i f f i c u l t i e s  in h e r e n t  i n  any
la n d  re fo rm  schem e, and  may a id  th e  m ild e r  re fo rm  m easu res i n  m eetin g
o b je c t iv e s  w hich  n o rm a lly  c o u ld  n o t be  a t t a i n e d .  F o r exam ple, th e
m ost f r e q u e n t ly  h e a rd  c r i t i c i s m  o f  th e  B o liv ia n  and  M exican la n d  re fo rm s
i s  t h a t  i n  b o th  c a s e s  t h e r e  was a  n e t  d e c l in e  in  a g r i c u l t u r a l  p ro d u c tio n
im m ed ia te ly  a f t e r  th e  re fo rm s , d e c re a se s  w hich n a t io n s  on th e  m arg in
o f  s u b s is te n c e  c o u ld  i l l  a f f o r d .  I n  b o th  in s ta n c e s ,  and  e s p e c i a l l y  in
th e  M exican re fo rm , a  la c k  o f  c r e d i t  (w hich had  p r e v io u s ly  b een  su p p lie d
b y  th e  w e a lth y  lan d o w n ers) i s  a s c r ib e d  a s  b e in g  th e  c h ie f  c a u s a l  f a c t o r
28
in  th e  d e c l in e  in  p ro d u c tio n . An e x p an s io n  o f  a g r i c u l t u r a l  c r e d i t  
i s  th u s  an  a b s o lu te  n e c e s s i ty  f o r  th e  m ain ten an ce  o f  a g r i c u l t u r a l  
o u tp u t a t  th e  c r u c i a l  i n i t i a l  s ta g e s  o f  an y  change in  te n u re  a r r a n g e ­
m en ts . L ack in g  a  c o n c u r re n t c r e d i t  e x p a n s io n , any  la n d  re fo rm  program  
i s  d e s t in e d  f o r  d i f f i c u l t i e s ,  i f  n o t f a i l u r e ;  a s  a  s tu d y  p re p a re d  b y
th e  C e n t r a l  A m erican Sem inar on A g r ic u l tu r a l  C re d i t  co n c lu d ed : " th e re
29can  be no s u c c e s s f u l  a g r a r i a n  re fo rm  w ith o u t th e  h e lp  o f  c r e d i t . "
p O
D oreen W a rr in e r , op. c i t . ,  p . 289* See a l s o  Thomas F . C a r r o l l ,  
"The Land Beform I s s u e  in  L a t in  A m erica ,"  in  A lb e r t  0 . H irschm an, e d . , 
L a t in  A m erican I s s u e s :  E ssays and  Comments (New York: T w e n tie th  C en tu ry  
Fund, 196 1 ), p . 178 .
^E co n o m ic  D evelopm ent I n s t i t u t e ,  Memoria d e l  S e m in a rio , V ol. I ,
p .  9 1 .
I n  a d d i t io n  t o  i t s  p e rm is s iv e  r o le  a s  a  su p p o rt t o  farm  o u tp u t ,  
a  sy stem  o f  p la n n e d  a g r i c u l t u r a l  c r e d i t  can  a l s o  c o n t r ib u te  p o s i t i v e l y  
t o  th e  ach iev em en t o f  many o b je c t iv e s  o f  la n d  re fo rm . S p e c i f i c a l l y ,  
i t  c an  en co u rag e  th e  a d o p tio n  o f  t e c h n o lo g ic a l ly  s u p e r io r  fa rm in g  
m ethods by  s p e c i f y in g  th e  c u l t i v a t i o n  re q u ire m e n ts  u n d er w hich lo a n s  
w i l l  b e  made. I t  can  h e lp  s h i f t  th e  p a t t e r n  o f  a g r i c u l t u r a l  p ro d u c tio n  
away from  l i v e s t o c k - c e r e a l  o p e ra t io n s  b y  fa v o r in g  b o rro w e rs  who a re  
c ro p  p r o d u c e r s . R u ra l employment can  be expanded in  th e  s h o r t  run  
b y  p ro v id in g  lo a n  fu n d s  f o r  th e  h i r i n g  o f  a d d i t io n a l  w o rk e rs ; o v e r a  
lo n g e r  p e r io d  employment can  be in c re a s e d  th ro u g h  th e  encouragem ent o f  
b o rro w in g  f o r  la n d  p u rc h a s e s , th e re b y  in c r e a s in g  th e  number o f  farm s 
p e r  h ead  o f  r u r a l  p o p u la t io n .  F in a l l y ,  a  program  o f  p la n n ed  a g r i c u l t u r a l  
c r e d i t  can  a l l e v i a t e  th e  p rob lem  o f  farm  f ra g m e n ta tio n  b y  d e c l in in g  
t o  g r a n t  p r o p e r ty  lo a n s  f o r  th e  p u rc h a se  o f  s e p a ra te d  la n d  p a r c e l s ,  
and  b y  em p h as iz in g  " c o n s o l id a t io n  lo a n s"  f o r  th e  p u rc h a se  o f  c o n tig u o u s  
l a n d s .
A g r ic u l tu r a l  C re d i t  and  C o lo m b ia 's  
Economic Developm ent
I t  h as  b e e n  em phasized  in  t h i s  c h a p te r  t h a t ‘th e  a g r i c u l t u r a l
s e c to r  i s  a  k e y  e lem en t in  th e  p ro c e s s  o f  econom ic developm ent,
sh a p in g  th e  r a t e  and  t e n o r  o f  an  u n d e rd ev e lo p ed  n a t i o n 's  economic
e x p a n s io n . C o lo m b ia 's  n e g le c t  o f  c a p i t a l  fo rm a tio n  and p r o d u c t iv i ty
im provem ents i n  a g r i c u l t u r e  h as  r e s u l t e d  i n  a  s i t u a t i o n  w here, o v e r
th e  decade 1958 t o  19^7 .> th e  r a t e  o f  grow th  i n  food  p ro d u c tio n  f a i l e d
30t o  k eep  up w ith  th e  r a t e  o f  p o p u la t io n  g row th . I n  a d d i t io n ,  C o lo m b ia 's
3®Pan A m erican U nion, D om estic E f f o r t s  and  th e  Need f o r  E x te rn a l  
F in a n c in g  f o r  th e  D evelopm ent o f  Colom bia (W ashington, D. C .: Pan 
A m erican  U nion, M arch, 1967 ) ,  p . 3>
deem phasis o f  a g r i c u l t u r e  h a s  had  w id e r r e p e rc u s s io n s :  i t  has a g g ra ­
v a te d  th e  p rob lem  o f  f o r e ig n  exchange s h o r ta g e s ,  i t  has b een  one so u rce  
o f  th e  c o u n t r y 's  i n f l a t i o n a r y  p r e s s u r e s ,  and i t  h as  b een  a  m a jo r f a c t o r  
b e h in d  th e  d is a p p o in t in g  i n d u s t r i a l  g row th  r a t e  i n  r e c e n t  y e a r s .
F u r th e r , C olom b ia 's p r o g r e ss  in  la n d  reform  has b een  s lo w . In
th e  f i v e  y e a r s  fo l lo w in g  th e  p a ssa g e  o f  th e  A grarian  Reform Law o f
1961 , l e s s  th a n  th r e e  p e r  c e n t  o f  th e  r u r a l  p o p u la t io n  re c e iv e d  la n d
t i t l e s ,  and  o f  th e  a c re a g e  d i s t r i b u t e d  u n d e r th e  Law, o v e r 98 p e r  c e n t
in v o lv e d  th e  sim p le  l e g a l i z a t i o n  o f  de f a c to  p r o p e r ty  h o ld in g s  o r  th e
31c o lo n iz a t io n  o f  i d l e  p u b l ic  la n d s .  T here  c l e a r l y  rem ain s  a  need  
f o r  a  more p o s i t i v e  p o l ic y  t o  in s u re  th e  b reak u p  o f  i n e f f i c i e n t  la rg e  
e s t a t e s  and  t o  prom ote a  w id e r p a r t i c i p a t i o n  in  la n d  ow nersh ip .
Thus C o lo m b ia 's  f u tu r e  p ro s p e c ts  f o r  developm ent depend h e a v i ly  
on a  more e q u i ta b le  d i s t r i b u t i o n  o f  th e  la n d , and  on im provem ents in  
th e  p r o d u c t iv i t y  o f  th o s e  re s o u rc e s  w hich , in  co m b in a tio n  w ith  la n d , 
can  g e n e ra te  th e  fo u n d a tio n  o f  th e  d e s i r e d  econom ic e x p a n s io n . An 
e f f e c t i v e  way t o  r e a l i z e  b o th  o f  th e s e  g o a ls  s im u lta n e o u s ly  would be 
th ro u g h  an  expanded and r a t i o n a l i z e d  program  o f  p la n n ed  a g r i c u l t u r a l  
c r e d i t .
•^ In te r -A m e r ic a n  Developm ent Bank, Socio-Econom ic P ro g re s s  in  
L a t in  A m erica (W ashington, D. C .: S o c ia l  P ro g re s s  T ru s t  Fund, I n t e r -  
A m erican Developm ent Bank, 1968 ) ,  pp . llA -1 5 -
CHARTER I I I
THE DEVELOPMENT OF PLANNED 
AGRICULTURAL CREDIT IN COLOMBIA
The developm ent o f  i n s t i t u t i o n s  o f  p lan n ed  a g r ic u ltu r a l  c r e d i t
in  Colom bia i s  n o t c h a r a c te r iz e d  b y  any s in g le  or  c o n s is t e n t  d r iv e
t o  c r e a te  a com prehensive system  o f  c r e d i t  f o r  th e  n eed s o f  Colombian
a g r i c u l t u r e ,  b u t  b y  a  s e r i e s  o f  l e g i s l a t i v e  a c t io n s  w hich have
accu m u la ted  a s  s p i l l o v e r s  t o  o th e r  econom ic i s s u e s ,  such  a s  b a la n c e
o f  paym ents d i f f i c u l t i e s  and  r u r a l  u n r e s t  o v e r i n e q u i t i e s  in  la n d
te n u r e . Thus a g r i c u l t u r a l  c r e d i t  p o l i c y  in  Colombia i s  a n o th er
m a n is f e s ta t io n  o f  what A lb e r t  0 . H irschm an has c a l l e d  th e  L a t in
A m erican " s ty le "  in  p o licym ak in g: i n s t i t u t i o n s  are  c r e a te d  and
prob lem s a re  so lv e d  e i t h e r  b y  s u b s t i t u t i n g  one p rob lem  f o r  a n o th e r ,
o r  b y  m aking th e  s o lu t io n  o f  one prob lem  c o n tin g e n t  on th e  s o lu t io n  o f 
1
a n o th e r .
The danger o f  t h i s  approach t o  th e  fo r m u la tio n  o f  p o l i c y ,  
Hirschman n o t e s ,  i s  t h a t  i n s t i t u t i o n s  and a g e n c ie s  d ev e lo p ed  in  t h i s
^ A lb e rt 0 . H irschm an, Jo u rn e y s  to w ard  P ro g re s s  (New York: 
T w e n tie th  C en tu ry  Fund, 1963 ) ,  C h ap te r  A. H irschm an s p e c i f i c a l l y  
c i t e s  la n d  use  and  la n d  re fo rm  p o l i c i e s  in  Colom bia a s  an  i l l u s ­
t r a t i o n  o f  h i s  t h e s i s .
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h a p h az a rd  f a s h io n  o f te n  " te n d  to  s in k  in to  a  m orass o f  i n e f f i c i e n c y . " 
M oreover, th e  d a n g e r i s  compounded b y  th e  f a c t  t h a t  th e  i n d i r e c t  ap p ro ach  
t o  p o lic y -m a k in g  may le a d  t o  a  v a r i e t y  o f  i n s t i t u t i o n s  whose aim s and 
fu n c t io n s  a r e  u n n e c e s sa ry  d u p l ic a t io n s  o r ,  a t  w o rs t ,  work a t  c ro s s  
p u rp o s e s . B o th  o f  th e  l a t t e r  problem s a re  e v id e n t  in  th e  developm ent 
o f  C o lo m b ia 's  h i s t o r i c a l l y  dom inant i n s t i t u t i o n s  o f  a g r i c u l t u r a l  c r e d i t :  
t h e  Banco A g r ic o la  H ip o te c a r io  and th e  C aja  de C re d ito  A g ra r io .
The Banco A g ric o la  H ip o te c a r io
D uring  m ost o f  th e  1 9 2 0 's  Colombia rode th e  waves o f  an  economic
boom, bouyed b y  a  t h r e e f o l d  r i s e  i n  c o ffe e  e x p o r ts  and fa v o ra b le
c o f fe e  p r i c e s ,  th e  r e c e i p t  o f  U. S. $25 m i l l io n  a s  r e p a r a t io n s  f o r
th e  lo s s  o f  Panama, f o r e ig n  o i l  in v e s tm en ts  o f  U. S. $45 m i l l io n ,
3
and  U. S. $200 m i l l i o n  in  lo a n s  from  Am erican b a n k s . A l l  s e c to r s  
o f  th e  Colom bian economy were in  th e  p ro c e s s  o f  ex p an s io n , b u t  
a g r i c u l t u r e  was e s p e c i a l l y  fa v o re d  in  t h a t  r u r a l  incom es were r i s i n g  
d r a m a t ic a l ly  an d  unem ployed r u r a l  w orkers were b e in g  drawn in to  u rb an  
a r e a s ,  th e r e b y  r e l i e v i n g  two s e r io u s  p e r e n n ia l  p rob lem s o f  Colombian 
a g r i c u l t u r e :  low  farm  incom es and o v e rp o p u la tio n  on th e  la n d .
The a d m in is t r a t io n  o f  P r e s id e n t  P edro  Wei O sp ina, e le c te d  in  
1922 , w ished  t o  ta k e  ad v an tag e  o f th e  economic ex p an s io n  b y  b ro a d e n in g  
th e  a g r i c u l t u r a l  b a se  from  w hich th e  e x p an s io n  p r im a r i ly  stemmed. To 
t h a t  en d , C ongress p a sse d  i n  1924 Law 68 w hich a u th o r iz e d  a  bond is s u e  
o f  $2 m i l l i o n  f o r  th e  c r e a t io n  o f  th e  Banco A g ric o la  H ip o te c a r io , a
2I b i d . ,  p .  5 .
H ubert H e rr in g , A H is to ry  o f  L a t in  A m erica (New York: A lf r e d
A. K nopf, 1 9 5 9 ), p . 488.
m ortgage bank d e s ig n e d  t o  s t im u la te  th e  e s ta b l is h m e n t  o f  new fa n n s , 
p a r t i c u l a r l y  c o f fe e  fa rm s , b y  p ro v id in g  c r e d i t  a s s i s t a n c e  f o r  th e  
p u rc h a se  o f  new a g r i c u l t u r a l  la n d s .  Loans made b y  th e  Banco A g r ic o la  
were t o  ran g e  from  a  minimum amount o f  $500 t o  a  maximum o f  $2 0 ,0 0 0  
p e r  lo a n , and  i n  an y  c a se  c o u ld  n o t ex ceed  50 p e r  c e n t  o f  th e  m arke t 
v a lu e  o f  th e  m ortgaged  p r o p e r ty .  Loans were g ra n te d  f o r  a  minimum o f  
f i v e  y e a r s  t o a  maximum o f  20 y e a rs  ( th e  maximum was l a t e r  ex ten d e d  
t o  30 y e a r s ) ,  and a n n u a l i n t e r e s t  r a t e s  were f ix e d  a t  7*5 P®r  c e n t .
The m ain sh o rtco m in g s  o f  th e  Banco A g r ic o la , i n  a d d i t io n  t o  th e  
r e l a t i v e  p a u c i ty  o f  i t s  f i n a n c i a l  r e s o u r c e s ,  were t h a t  i t  p la c e d  no
r e s t r i c t i o n s  on th e  u se  o f  th e  money once a  lo a n  had  b een  g ra n te d ,  and
i t s  l i m i t a t i o n  t o  50 p e r  c e n t  o f  p r o p e r ty  v a lu e s  a lm o s t a u to m a t ic a l ly  
made i t  a  c r e d i t  so u rc e  f o r  w e a lth y  landow ners. F u r th e r  l e g i s l a t i o n  
p a s s e d  in  1926 a t te m p te d  t o  c o r r e c t  th e s e  d e f ic ie n c e s .  The B ank’s 
a u th o r iz e d  c a p i t a l  was more th a n  doub led  t o  $5 m i l l i o n ,  and s p e c i f i ­
c a t io n s  w ere in c lu d e d  w hich s t a t e d  t h a t  lo a n s  had t o  be  u sed  e x c lu ­
s iv e l y  f o r  a g r i c u l t u r a l  p u rp o se s  and  t h a t  p re fe re n c e  would b e  g iv e n  t o
. . .n a t iv e  fa rm e rs , o f  l e g a l  age and heads 
o f  h o u se h o ld s , who m ust l i v e  on th e  c
d e s ig n a te d  farm s and  o p e ra te  them  p e r s o n a l ly .
T h is  s ta te m e n t o f  p re fe re n c e  d id  n o t ,  o f  c o u rse , g u a ra n te e  f i n a n c i a l
a id  t o  th e  s m a l l - s c a le ,  r e s id e n t  fa rm e r , and  much o f  th e  c r e d i t
r e s o u rc e s  o f  th e  Banco A g ric o la  i n  i t s  i n i t i a l  y e a r s  was u sed  t o
augm ent e x i s t i n g  la r g e  r u r a l  p r o p e r t i e s .
^A ntonio  F ran co  A r ia s ,  E l C re d ito  a  t r a v e s  de l a  C aja  de 
C re d ito  A g ra r io  (B ogota: T e rc e r  Mundo, S. A ., 1961) ,  p . 15~.
^ I b i d . , p . 1 7 -
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Law ^9  o f  1927 c r e a te d  w ith in  th e  Banco A g r ic o la  a  S e c tio n  o f  
A g r ic u l tu r a l  S u p p lie s ,  l a t e r  t o  become one o f  th e  m ost s u c c e s s f u l  and 
l a s t i n g  o p e ra t io n s  o f  th e  Bank. T h is  s e c t io n  was i n i t i a l l y  ch arg ed  
w ith  th e  f u n c t io n  o f  b u y in g  s e e d s , f e r t i l i z e r s ,  c h e m ic a ls , and  
m ach in ery  i n  la r g e  q u a n t i t i e s  f o r  l a t e r  r e s a le  to  sm a ll fa rm e rs .
A lso  i n  t h a t  y e a r ,  Law 89 p ro v id e d  f o r  th e  fo rm a tio n  o f  a n o th e r  
d iv i s io n ,  th e  S e c tio n  o f  C o lo n iz a tio n  and  Im m ig ra tio n , w hich was t o  
p u rc h a se  u n u sed  la n d  f o r  r e s a l e  t o  fa rm e rs  a t  c o s t .  The e x te n s io n  
o f  e x i s t i n g  p r o p e r ty  h o ld in g s  was d isc o u ra g e d  b y  th e  s t i p u l a t i o n  
t h a t  p a r c e l s  s o ld  b y  t h i s  s e c t io n  t o  a  s in g le  b u y e r c o u ld  n o t exceed  
100 h e c t a r e s .  The p a r c e l s  were made more a t t r a c t i v e  t o  sm a ll p u rc h a se rs  
b y  lo w e rin g  th e  down paym ent re q u ire m e n t t o  15 p e r  c e n t ,  th e  b a la n c e  
t o  be  p a id  i n  acc o rd a n ce  w ith  th e  B an k 's  r e g u la t io n s  f o r  o rd in a ry  
m ortgage lo a n s .  More th a n  an y  p re v io u s  m easu re , t h i s  r e p re s e n te d  
an  im p o r ta n t s te p  to w ard  th e  u se  o f  c r e d i t  t o  m eet th e  la n d  needs 
o f  th e  Colom bian cam p esin o .
C o lo m b ia 's  a g r i c u l t u r a l  p r o s p e r i t y  o f  th e  1 9 2 0 's  ended a b r u p t ly  
w ith  th e  d r a s t i c  b re a k  i n  c o f fe e  p r ic e s  in  19^9 > and  th e  a g r a r ia n  problem s 
o f  th e  t r o u b le d  decade t h a t  fo llo w e d  s ig n a l l e d  th e  need  f o r  a  more 
com prehensive a p p ro ach  to  th e  needs o f  Colom bian a g r i c u l t u r e  th a n  
t h a t  b e in g  p ro v id e d  b y  th e  Banco A g r ic o la . The l a t t e r  soon became 
r e l e g a te d  t o  a  m inor r o le  i n  th e  p ro v is io n  o f  a g r i c u l t u r a l  s e r v ic e  
and  c r e d i t ,  b u t  c o n tin u e d  t o  o p e ra te  a s  an  in d ep en d en t e n t i t y  u n t i l  
19^5, when th e  C aja  de C re d ito  A g ra rio  assum ed i t s  a d m in is t r a t io n .
F i n a l l y ,  i n  195^, D ecree I 529 o rd e re d  th e  l i q u i d a t i o n  o f  th e  Banco 
A g r ic o la ,  an d  i t s  f u n c t io n s  and a s s e t s  were tu rn e d  o v e r t o  i t s  
a d m in is t r a t iv e  p a r e n t ,  w hich by  t h a t  tim e  had become C o lo m b ia 's  domi­
n a n t i n s t i t u t i o n  o f  a g r i c u l t u r a l  c r e d i t .
I t  i s  d i f f i c u l t  t o  a s s e s s  th e  q u a n t i t a t i v e  im p o rtan ce  o f  th e  
Banco A g r ic o la  i n  th e  developm ent o f  Colom bian a g r i c u l t u r e ,  o r  i t s  
su c c e s s  i n  a c h ie v in g  th e  g o a ls  f o r  w hich i t  was c r e a te d .  Ju d g in g  
from  i t s  f a t e ,  p e rh a p s  i t s  t o t a l  c o n t r ib u t io n  was s l i g h t  and  i t s  
aim s b e t t e r  s e rv e d  b y  o th e r  c r e d i t  i n s t i t u t i o n s .  Y e t, i f  n o th in g  
e l s e ,  th e  Banco A g r ic o la  d id  p ro v id e  an  a d m in is t r a t iv e  c o re  a round  
w hich  o th e r  c r e d i t  i n s t i t u t i o n s  c o u ld  d e v e lo p , and  i t s  m is ta k e s  
c o u ld  s e rv e  a s  c a v e a ts  f o r  o th e r  c r e d i t  p ro g ram s. More im p o r ta n t ly , 
i t  was th e  i n i t i a l  e f f o r t  i n  what was h e ra ld e d  to  be a  30 -y e a r
p e r io d  o f  a  " d e m o c ra t iz a t io n  o f  c r e d i t , "  a s  a  fo rm er d i r e c t o r  o f  th e
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C aja  de C re d i to  A g ra r io  p u t  i t ,  a  p e r io d  in  w hich th e  f i r s t  r e a l
a t te m p ts  w ere t o  be  made t o  u se  c r e d i t  to  h e lp  p ro v id e  th e  Colom bian 
p e a s a n t  w ith  h i s  la n d  and  l iv e l ih o o d .
The C aja  de C re d ito  A g ra rio
The shock  o f  th e  d e p re s s io n  o f  th e  1 9 3 0 's  was s e v e r e ly  f e l t  
i n  C olom bia. T h ere  was a  d r a s t i c  re tre n c h m e n t in  f o r e ig n  lo a n s ,  
and  th e  in f lo w  o f  f o r e ig n  in v e s tm en t d im in ish e d  to  a  t r i c k l e .  T h is  
n e c e s s i t a t e d  a  huge c u tb a c k  i n  th e  fo rm a tio n  o f  an  i n d u s t r i a l  b a se  
and  in  th e  a t t e n d a n t  p u b l ic  works program s w hich had accom panied 
t h a t  i n d u s t r i a l i z a t i o n .  No lo n g e r  a b le  t o  f in d  and  h o ld  jo b s  i n  
th e  c i t i e s ,  g row ing  numbers o f  unem ployed w orkers d r i f t e d  b ack  to  
th e  c o u n try s id e  w here th e y  hoped t o  sec u re  some means o f  s u p p o r t .
B ut th e  r u r a l  s e c to r  was a l s o  in  a  p ro c e ss  o f  d e t e r i o r a t i o n ,  
l a r g e l y  th e  r e s u l t  o f  th e  f a l l  in  c o f fe e  p r i c e s  and  e x p o r ts .  As
^ Jo se  E l i a s  d e l  H ie r ro ,  "L abor de l a  C aja  d u ra n te  sus 
30 Aftos d e l  S e r v ic io  a l  P a i s , "  C a r ta  A g ra r ia ,  Annex t o  No. 91? P- 1*
fa rm  incom es f e l l ,  many p e a s a n ts  s to p p ed  p ay in g  r e n t ,  la rg e  numbers 
o f  s q u a t t e r s  in v ad ed  and  o ccu p ied  r u r a l  e s t a t e s ,  and  a  s e r i e s  o f  
s t r i k e s  b ro k e  o u t in  th e  b an an a-g ro w in g  re g io n s  and  soon sp re a d  t o  
o th e r  p a r t s  o f  th e  c o u n try . These o u tb re a k s  were met w ith  in c r e a s in g  
v io le n c e  on th e  p a r t  o f  th e  l a n d lo r d s ,  and i t  became in c r e a s in g ly  
e v id e n t  t o  th e  governm ent t h a t  prom pt a t t e n t i o n  had t o  be p a id  t o  
th e  u n d e r ly in g  p rob lem s o f  a g r i c u l t u r e  i f  th e  c o u n try  was t o  be  
sav ed  from  r e v o lu t io n  and  c h ao s .
Among th e  e a r l y  s te p s  ta k e n  t o  e a se  th e  r u r a l  -unrest was th e
c r e a t io n  o f  a  program  o f  s h o r t - te r m  a g r i c u l t u r a l  c r e d i t ,  w i th in  th e
fram ew ork o f  th e  Banco A g r ic o la . Law 57 removed th e  S e c tio n  o f
A g r i c u l t u r a l  S u p p lie s  from  th e  p o s i t i o n  o f  a  m inor d iv i s io n  w ith in
th e  Bank, and g ra n ted  i t  in d ep en d en t s t a t u s  and power. A r t i c l e  21
o f  th e  Law c a l l e d  f o r :
. . . th e  c r e a t io n ,  f o r  a  p e r io d  o f  50 y e a rs  
i n  th e  .-C ity o f  B og o ta , o f  a  c o rp o ra t io n  t o  
be  named th e  "C aja  de C re d ito  A g r a r io ," 
w hich w i l l  o p e ra te  u n d er th e  s u p e rv is io n  
o f  th e  S u p e r in te n d e n t o f  B anks, and  i t s  
o b je c t iv e  w i l l  be  th e  p r o v is io n  o f  c r e d i t  
t o  a l l  o f  th e  fa rm e rs  o f  th e  c o u n try . . . 7
The C aja  A g ra r ia  was funded  w ith  an  i n i t i a l  c a p i t a l  a u th o r i z a t io n  
o f  $10 m i l l i o n ,  a l r e a d y  more th a n  th e  Banco A g r ic o la  was a t  t h a t  tim e  
r e c e iv in g ,  t o  be f in a n c e d  b y  an is s u e  o f  100 ,000 bonds o f  $100 e ac h .
I n  an  e f f o r t  t o  g a rn e r  com m ercial and  p r iv a t e  su p p o rt o f  th e  new 
c r e d i t  i n s t i t u t i o n ,  some $6 m i l l i o n  o f  th e  bonds were p la c e d  w ith  
th e  g e n e r a l  p u b l ic ,  w h ile  th e  governm ent, com m ercial b a n k s , and  
th e  N a tio n a l  F e d e ra t io n  o f  C offee  Growers p u rc h a se d  th e  r e s t .
7 ^‘Franco A r ia s ,  E l C r e d ito , p . 2 2 .
The p r i n c i p a l  d i f f e r e n c e  in  th e  c r e d i t  p o l ic y  o f  th e  C aja  A g ra r ia  
a s  com pared w ith  th e  Banco A g r ic o la  was in  th e  s i z e ,  d u r a t io n ,  and 
i n t e n t  o f  th e  lo a n s  w hich th e  two i n s t i t u t i o n s  made. The Banco 
A g r ic o la ,  d u r in g  th e s e  y e a r s ,  was em p h asiz in g  lo a n s  up t o  a  maximum 
o f  $ 3 0 ,0 0 0 , p r im a r i ly  f o r  th e  p u rc h a se  o f  r u r a l  p r o p e r ty .  The 
d u r a t io n  o f  th e s e  lo a n s  ran g ed  from  a  minimum o f  f iv e  y e a r s  up t o  a  
maximum o f  30 y e a r s .  The C aja  A g ra r ia ,  on th e  o th e r  hand , p la c e d  
p r im a ry  em phasis on r e l a t i v e l y  sm a ll ,  s h o r t- te rm  lo a n s ,  up t o  a  
maximum o f  $15 ,000  f o r  no more th a n  two y e a r s ,  lo a n s  w hich were 
in te n d e d  m a in ly  f o r  th e  v a r ia b le  c o s ts  o f  farm  o p e ra t io n s .
The C aja  A g ra r ia  began  fo rm a l o p e ra t io n s  on December 5; 1931;
and  d u r in g  i t s  f i r s t  s ix  m onths g ra n te d  1 ,386  lo a n s  t o t a l l i n g
$ 1 ,2 7 0 ,2 3 0 . Of th e s e ,  1 ,2 8 ^  (72 p e r  c e n t)  were c o n s id e re d  "m in o r,"
t h a t  i s ,  l e s s  th a n  $2 ,0 0 0  e ach ; 80 were "medium," ra n g in g  from
, 8
$2 ,0 0 1  t o  $5 , 000 ; and  o n ly  fo u r  were " l a r g e ,"  o r  more th a n  $5 , 0 0 0 . 
A lth o u g h  th e  t o t a l  number and v a lu e  o f  lo a n s  was i n s i g n i f i c a n t  in  
r e l a t i o n  t o  th e  n a t i o n 's  t o t a l  need  f o r  a g r i c u l t u r a l  c r e d i t ,  th e  
p rep o n d e ran ce  o f  sm a ll lo a n s  gave ample ev id en ce  o f  th e  C aja  
A g r a r i a 's  d e te rm in a tio n  t o  c o r r e c t  th e  d e f ic ie n c y  in  th e  su p p ly  o f  
s h o r t - te r m  c r e d i t  f o r  sm a ll fa rm e rs .
I n  1933, th e  y e a r  in  w hich i t s  o f f i c i a l  name was changed  t o  
th e  C aja  de C re d ito  A g ra r io , I n d u s t r i a l  y  M inero , th e  C aja  A g ra r ia  
beg an  im p o r tin g  a g r i c u l t u r a l  t o o l s  and  m ach in ery , d u ty  f r e e ,  f o r  
r e s a l e  on c r e d i t  w i th in  th e  c o u n try . T h is  was l a t e r  t o  become an  
im p o r ta n t c r e d i t - r e l a t e d  f u n c t io n  o f  th e  o rg a n iz a t io n  so t h a t ,  f o r
®"30 Anos de l a  C aja  A g ra r ia ,  193I - I 961 ,"  C a r ta  A g r a r ia , 
Annex t o  No. 6k , p . k.
exam ple, o f  a  t o t a l  o f  2 ,6 6 5  t r a c t o r s  im p o rted  in to  Colom bia in  i 960 , 
1 ,3 7 8  o r  52 p e r  c e n t  were b ro u g h t i n  u n d er th e  a u s p ic e s  o f  th e  C aja
Q
A g r a r ia . y
By th e  l a t e  1 9 3 0 's th e  u n r e s t  w hich had s t r a n g le d  th e  c o u n try s id e  
beg an  t o  s u b s id e , l a r g e l y  b e ca u se  o f  th e  e f f o r t s  o f  P r e s id e n t  A lfo n so  
L o p e z 's  re fo rm  a d m in is t r a t io n ,  w hich  sp o n so red  th e  p a ssag e  o f  th e  
Land Law o f  1936. T h is  law , i n  e f f e c t ,  gave la n d  t i t l e s  t o  s q u a t t e r s  
on p u b l ic  la n d s  and  t o  landow ners whose t i t l e s  were in  d o u b t, and 
made i t  d i f f i c u l t  t o  e x p e l  s q u a t t e r s  from  p r iv a te  la n d s  w ith o u t ample 
co m p en sa tio n  f o r  an y  im provem ents w hich th e y  m igh t have made. The 
law  th u s  made g en erous c o n c e s s io n s  t o  b o th  f a c t io n s  in  th e  la n d  
d i s p u te s ,  and  removed much o f  th e  b a s i s  f o r  c o n f l i c t .
On th e  o th e r  hand , b y  o u tw a rd ly  " so lv in g "  th e  r u r a l  q u e s t io n ,  
th e  Land Law o f  1936 removed th e  a g r a r i a n  s e c to r  and  i t s  fundam en ta l 
p rob lem s from  th e  im m ediate fo c u s  o f  n a t io n a l  co n ce rn . As a  r e s u l t ,  
f o r  ro u g h ly  th e  n e x t d ecad e , th e r e  were few changes i n  a g r i c u l t u r a l  
p o l i c y ,  e s p e c i a l l y  in  th e  a r e a  o f  a g r i c u l t u r a l  c r e d i t ,  e x c e p t f o r  
th e  c r e a t io n  o f  a  s e c t io n  o f  medium and lo n g - te rm  m ortgage c r e d i t  
w i th in  th e  C aja  A g ra r ia .  T h is ,  o f  c o u rs e , was an  u n n e c e s sa ry  change 
i n  t h a t  i t  m e re ly  d u p l ic a te d  th e  f u n c t io n  o f  th e  e x i s t i n g  Banco 
A g r ic o la .  A n o th er m inor developm en t, i n  19^-3> wa-s th e  c r e a t io n  o f  
th e  S e c tio n  o f  A g r ic u l tu r a l  D evelopm ent, whose t a s k  i t  was t o  im port 
and  d i s t r i b u t e  im proved v a r i e t i e s  o f  s e e d , an d  to  d ev e lo p  i r r i g a t i o n  
f a c i l i t i e s  in  d ry  d i s t r i c t s .
By th e  m id -1 9 ^ 0 's , th e  p rob lem s o f  w artim e i n d u s t r i a l i z a t i o n  
and  i n f l a t i o n  made th e  governm ent a g a in  aw are t h a t  th e  a g r i c u l t u r a l
^ C a rta  A g ra r ia ,  No. 150, p .
3^
s e c t o r  s t i l l  c o n s t i t u t e d  a  b o t t le n e c k  in  developm ent, and  a t t e n t i o n  
once more was tu r n e d  to w ard  a  s o lu t io n  o f  th e  la n d  q u e s t io n  and 
to w ard  an  im provem ent i n  th e  te c h n iq u e s  o f  c u l t i v a t i o n .  Law 100 
o f  19^  a t te m p te d  t o  s a t i s f y  f u r t h e r  th e  p e a s a n t s ' demand f o r  
la n d  b y  p ro v id in g  f o r  th e  governm ent p rocu rem en t o f  p r iv a te ly -o w n e d  
p r o p e r t i e s ,  u s u a l l y  th o s e  a l r e a d y  in v ad ed  and  o ccu p ied  b y  s q u a t t e r s ,  
f o r  r e s a l e ,  on c r e d i t ,  t o  p o o r fa rm e rs . C re d i t  f o r  such  p u rc h a se s  
was t o  be  p ro v id e d  b y  e i t h e r  th e  Banco A g r ic o la  o r  th e  C aja  A g ra r ia .
An e f f o r t  was made t o  in c re a s e  th e  g e n e r a l  l e v e l  o f  a g r i c u l t u r a l  
p r o d u c t iv i t y  th ro u g h  th e  r e c e n t ly  form ed S e c tio n  o f  A g r ic u l tu r a l  
D evelopm ent, w h ich  in  19^-6 sough t and re c e iv e d  a  lo a n  o f  U. S.
$10 m i l l i o n  from  th e  Im p o rt-E x p o r t Bank f o r  th e  f u r t h e r  developm ent 
o f  i r r i g a t i o n  p r o j e c t s .  T h is  s e c t io n  a l s o  expanded i t s  o p e ra t io n s  
o f  b r in g in g  i n t o  th e  c o u n try  new s e e d s , a n im a ls , and  advanced  
a g r i c u l t u r a l  te c h n iq u e s .
T hese e f f o r t s  t o  im prove th e  a g r a r ia n  s t r u c tu r e  th ro u g h  c r e d i t  
p o l i c y  c o n tin u e d  i n t o  th e  e a r l y  1950 ' s ,  m o s tly  w i th in  th e  fram ew ork 
o f  th e  C aja  A g r a r ia ,  b y  now a  known and re s p e c te d  f i n a n c i a l  i n s t i t u t i o n ,  
e n te r in g  th e  p e r io d  o f  i t s  g r e a t e s t  in f lu e n c e  and  e x p a n s io n . I n  1953 
th e  C a ja  A g ra r ia  ab so rb ed  th e  a s s e t s  and  a c t i v i t i e s  o f  th e  I n s t i t u t e  
o f  C o lo n iz a t io n ,  a  f a v o r i t e  p a r c e l i z a t i o n  scheme o f  R o jas P i n i l l a  
w hich had  w recked  i t s e l f  th ro u g h  i r r e s p o n s ib le  e x p e n d i tu re s .  Two 
y e a r s  l a t e r ,  D ecree 1 ,^7 2  tu rn e d  o v e r t o  th e  C aja  A g ra r ia  th e  C aja  
Colom biana de A h o rro s , a  s a v in g s  bank  e s ta b l i s h e d  i n  1932 f o r  th e  
p u rp o se  o f  m o b il iz in g  d o m estic  s a v in g s . Then i n  1959 th e  a d m in is t r a t io n  
o f  A lb e r to  L le r a s  su cceed ed  in  p a s s in g  a  new p a r c e l i z a t i o n  law  (Law 2 0 ) ,  
u n d e r w hich th e  p u rc h a se  o f  la n d  p a r c e l s  was t o  be  f in a n c e d  b y  th e  
C aja  A g ra r ia .  Funds f o r  t h i s  pu rp o se  were s e c u re d  b y  th e  a d d i t i o n a l
p r o v is io n  o f  th e  law  t h a t  10 p e r  c e n t o f  th e  d e p o s i t s  i n  th e  c o u n t r y 's  
s a v in g s  han k s w ere t o  he  s h i f t e d  t o  th e  C aja  A g ra r ia .
G iven th e  p r e s t i g e  and  power e n jo y ed  h y  th e  C aja  A g ra r ia  h y  
th e  end  o f  t h e  19 5 0 ' s ,  i t  was n a t u r a l  t h a t  t h i s  i n s t i t u t i o n  sh o u ld  
p la y  an  im p o r ta n t r o le  i n  th e  p a ssag e  and a d m in is t r a t io n  o f  th e  
a m b itio u s  a g r a r i a n  re fo rm  o f  1961 . The l e g a l  h a s i s  o f  t h i s  re fo rm ,
Law 135> was th e  r e s u l t  o f  a  grow ing aw areness t h a t  th e  p ie ce m e a l 
re fo rm  a p p ro a ch e s  o f  th e  p a s t  had n o t so lv e d  C o lo m h ia 's  a g r a r ia n  
p ro b lem s, t h e  e x is te n c e  o f  w hich was e v id en ced  h y  th e  f a c t  t h a t  
la n d  in v a s io n s  were s t i l l  o c c u r in g  and  t h a t  th e  c o u n try  was s t i l l  
n o t a b le  t o  s a . t i s f y  i t s  own a g r i c u l t u r a l  n e ed s . F u r th e r ,  i t  i s  
c e r t a i n  t h a t  th e  p a ssa g e  o f  th e  law  was prom pted h y  th e  p o s s i b i l i t y  
o f  e x t e r n a l  f i n a n c i a l  rew ards u n d e r th e  A ct o f  B ogo ta , and  a s  a 
r e a c t io n  t o  th e  Cuban r e v o lu t io n .
Law 135 d i f f e r e d  from  e a r l i e r  e f f o r t s  a t  la n d  re fo rm  th ro u g h
p a r c e l i z a t i o n  i n  t h a t  i t  p ro v id e d  f o r ,  among o th e r  th in g s ,  th e
e x p r o p r ia t io n  o f  p r i v a t e l y  owned, u n c u l t iv a te d  la n d , f o r  w hich
th e  owner was t o  be p a id  20 p e r  c e n t o f  th e  a p p ra is e d  v a lu e  in
10c a s h , th e  re m a in d e r i n  n o n -n e g o tia b le  b o n d s . To a d m in is te r  
th e  law  and  t o  f in a n c e  th e  e x p r o p r ia t io n s ,  th e  Colom bian I n s t i t u t e  
o f  A g ra r ia n  Reform  (INCORA) was o rg a n iz e d , s e p a ra te  t o  y e t  w ith in  
th e  a d m in is t r a t iv e  fram ew ork o f  th e  C aja  A g ra r ia .  The G en era l 
M anager o f  th e  C aja  A g ra r ia  was t o  be a  member o f  th e  B oard o f  
D ir e c to r s  o f  INCORA, and b ra n c h  m anagers o f  th e  r e g io n a l  o f f i c e s  
o f  th e  C aja  A g ra r ia  would se rv e  i n  th e  INCORA s e c t io n a l  c o u n c i ls  
o rg a n iz e d  in  a l l  d ep artm en t c a p i t a l s .  F in a l ly ,  a  d e le g a te  from
■^H irschm an, J o u rn e y s , p . 1V7.
each Caja Agraria branch was to participate in all deliberations of 
INCORA's municipal committees, which would function as agents of the 
departmental sectional councils.^ Thus the Caja Agraria permeated 
the structure of INCORA at all organizational levels.
Although their organizations overlappedy thereby insuring a 
degree of policy coordination, the Caja Agraria by no means
t
subordinated INCORA to its own aims and policies. Some separation
was assured by the generous independent financing which INCORA received
under the law: that organization was guaranteed $100 million a year
from the federal budget, in addition to an equal amount of revenue
from bonds which it was empowered to issue. Moreover, INCORA was
to assume several functions previously performed by the Caja Agraria,
such as irrigation programs and parcelization projects involving
•» osupervised credit, activities which in fact had become a divergence 
from the Caja Agraria's primary mission of providing agricultural 
credit facilities.
INCORA and Law 135 itself were the immediate and publicized 
responses to Colombia's agrarian problems in the early 1960's, 
and therefore there were no dramatic changes made in the structure, 
resources, or functions of the Caja Agraria. Actually, in the 
fiscal year following the passage of the agrarian reform law, there was 
virtually no increase in the lending activities of the Caja Agraria,
■^Agosto Espinosa Valderrama, "La Caja Agraria dentro de la 
Reforma Agraria," Carta Agraria, Annex to No. 75, pp. 1-2.
■^In February, 1964, assisted by a grant of U. S. $10 million 
from the Alliance for Progress, INCORA initiated its program of 
supervised agricultural credit. By the end of that year, INCORA 
had granted 21,072 land titles encompassing 961,824 hectares, and 
had administered $31,750,777 in supervised credit to 2,556 peasant 
families. INCORA, Informe de Actividades, 1964 (Bogota: Imprenta
Nacional de Colombia, 1965), pp. 107-109.
whereas in the three preceding years there had been an average annual
expansion of 15 per cent in the value of new loans made by that 
13institution. This slowdown proved to be temporary, however, and 
by the end of 1963 the Caja Agraria had resumed its former rate of 
growth.
By the end of 1965, the Caja Agraria had grown from a small 
organization with only nine credit offices in a few major cities 
to an extensive network of 601 credit and credit-related facilities. 
These offices, classified as branches or agencies depending on the 
agricultural importance of the area they serve and on the size of 
the loans which they are authorized to approve, ^  are located in
■^Jose Elias del Hierro, Informe de Gerencia (Bogota: Caja
De Credito Agrario, 1965), p. 108.
•^Office classifications, the maximum size of a loan which 
can be granted by each, and the approval authority are indicated 







Type A Type B Type C Type D
Manager $ 37,500 22,500 10,000 5,000 3,000





Council 150,000 75,000 40,000 15,000 10,000
Source: Franco Arias, El Credito, p. 64.
th e  im p o r ta n t p o p u la t io n  c e n te r s  o f  a l l  d ep a rtm en ts  and n a t io n a l  
t e r r i t o r i e s .  As T ab le  1 r e v e a l s ,  tw o - th i r d s  o f  th e  n a t i o n 's  m u n ic i­
p a l i t i e s  were s e rv e d  b y  o f f i c e s  o f  th e  C aja  A g ra r ia ,  and  th e  c r e d i t  
g ra n te d  b y - th e s e  o f f i c e s  re a ch e d  more th a n  96 p e r  c e n t  o f  a l l  
m u n ic ip a l i t i e s  i n  th e  c o u n try .
A d m in is tr a t iv e  c o n t r o l  o f  th e  C aja  A g ra r ia  i s  c u r r e n t l y  g iv e n  t o  
an  e x e c u tiv e  b o a rd  c o n s i s t in g  o f  s ix  members, a p p o in te e s  o f  th e  
M in is t r y  o f  A g r ic u l tu r e ,  th e  M in is t r y  o f  th e  I n t e r i o r ,  th e  N a tio n a l  
Governm ent, th e  Bank o f  th e  R e p u b lic , th e  S o c ie ty  o f  A g r i c u l t u r a l i s t s ,  
and  th e  C o ffee  F e d e ra t io n .  The e x e c u tiv e  b o a rd , i n  t u r n ,  a p p o in ts  
a  g e n e r a l  m anager who i s  th e  o v e r a l l  c o o rd in a to r  o f  th e  C aja  A g r a r i a 's  
m a n ifo ld  a c t i v i t i e s .
F ig u re  2 , a  s im p l i f i e d  o r g a n iz a t io n a l  c h a r t  o f  th e  C aja  A g ra r ia ,  
o u t l i n e s  i t s  g e n e r a l  s t r u c tu r e  and  some o f  i t s  more im p o r ta n t f u n c t io n s .  
The B anking  D iv is io n  s u p e rv is e s  a l l  c r e d i t  a c t i v i t i e s  c a r r i e d  o u t 
th ro u g h  th e  A d m in is tra t iv e  D iv is io n  an d , i n  a d d i t io n ,  a d m in is te r s
a  program  o f  s u p e rv is e d  c r e d i t ,  w hich o v e r th e  p e r io d  1963-65  in v o lv e d
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5 ,0 0 0  fa rm e rs  and  more th a n  $150 m i l l i o n  in  lo a n s . The B anking
D iv is io n  now a l s o  c o n s t i t u t e s  an  im p o r ta n t ' sa v in g s  i n s t i t u t i o n  in
C olom bia, d a t in g  from  th e  D iv i s io n 's  a b s o r p t io n  o f  th e  C aja  Colom biana
de A horros i n  1956. I n  19&5; t h i s  o f f i c e  h e ld  some 2 .5  m i l l i o n  s e p a r a te
■ . l 6
s a v in g s  a c c o u n ts ,  t o t a l l i n g  more th a n  $73^ m i l l i o n .
The D iv is io n  o f  Developm ent p la y s  an  im p o r ta n t r o le  i n  th e
c o n s t r u c t io n  and im provem ent o f  r u r a l  h o u s in g  i n  C olom bia. From 1959
t o  1965 more th a n  60 ,000  f a m i l ie s  r e c e iv e d  communal c r e d i t  from  th e
■ ^ E lia s  d e l  H ie r ro ,  In fo rm e de G e re n c ia , p . 6 2 . 
l6 I b i d . ,  p . 37-
TABLE 1
MUNICIPALITIES SERVED BY THE CAJA AGRARIA
D epartm ent
o f
T e r r i t o r y
Number
o f
M u n ic ip a l i t ie s
M u n ic ip a l i t ie s
R e c e iv in g
C re d it
Number
o f
C re d i t
O ff ic e s
A n tio q u ia 104 104 75
A t la n t ic o 21 21 14
B o liv a r 45 45 25
Boyaca/ 127 125 46
C aldas 47 47 44
Cauca 33 33 21
Cordoba 22 22 21
Cundinam arca 115 109 95
Choco7 17 13 5
G u a jira 7 6 5
H u ila 3^ 34 24
M agdalena 31 31 20
M eta 14 14 10
N arin o 49 46 24
N o rte  de S a n ta n d e r 35 35 26
S a n ta n d e r 75 75 47
Tolim a ^3 **-3 42
V a lle 42 42 37
O th ers 30 20
S ource : Jo se  E l ia s  d e l  H ie r ro , In fo rm e de G e re n c ia , n .p .
FIGURE 2 
ORGANIZATION OF THE CAJA AGRARIA
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S ou rce : Jo se  E l i a s  d e l  H ie r ro , In form e de G e re n c ia , 3d d-e D iciem bre de 19&5
(B ogota: C aja  de C re d ito  A g ra r io , I n d u s t r i a l  y  M inero , 1966) ,  p . A5 .
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D iv is io n  o f  D evelopm ent f o r  th e  p u rc h a se  o r  c o n s t r u c t io n  o f  h o u s in g . In  
a d d i t io n  t o  t h i s  p rog ram , th e  D iv is io n  o f  D evelopm ent i s  now "beginning, 
on a  sm a ll s c a l e ,  t o  c o n s t r u c t  r u r a l  h o u s in g  w hich w i l l  he s o ld  d i r e c t l y  
t o  fa rm e rs  on a  1 5 -y e a r  lo a n  a t  seven  p e r  c e n t i n t e r e s t .  D uring  19&5 
more th a n  a  th o u san d  r u r a l  homes w ere in  th e  p ro c e s s  o f  c o n s t r u c t io n  
u n d e r t h i s  p rogram .
The D epartm ent o f  A g r ic u l tu r a l  S u p p lie s ,  t h a t  s e c t io n  o f  th e
fo rm er Banco A g r ic o la  a ro u n d  w hich th e  C aja  A g ra r ia  i t s e l f  was form ed
in  1931 j c o n tin u e s  i t s  o r i g i n a l  fu n c t io n  o f  s e l l i n g  s e e d s , f e r t i l i z e r ,
and  m ach in ery  on c r e d i t  to  f a rm e r s . I n  19^4 , th e  D epartm ent had
f e r t i l i z e r  s a le s  o f  $86 m i l l i o n ,  $78 m i l l io n  in  c h e m ic a ls , $31 m i l l io n
in  p e s t i c i d e s ,  and m ach in ery  s a le s  v a lu e d  a t  $36 m i l l i o n ,  much o f
18
w hich was im p o rted  from  a b ro a d .
O th e r m inor a c t i v i t i e s  o f  th e  C aja A g ra r ia  p r e s e n t ly  in c lu d e  
th e  p r e p a r a t io n  o f  economic and s t a t i s t i c a l  s tu d ie s  p e r t a in in g  to  
a g r i c u l t u r e ,  a id  in  th e  g ra n t in g  and p ro c e s s in g  o f  t i t l e s  t o  s t a t e  
la n d s ,  and th e  d is s e m in a tio n  o f  in fo rm a tio n  o f  i n t e r e s t  t o  f a rm e rs .
T h is  in fo rm a tio n  ran g es  from d e t a i l e d  p la n s  f o r  th e  c o n s t r u c t io n  o f  
r u r a l  h o u s in g  t o  an i l l u s t r a t e d  h i s t o r y  o f  r i c e  fa rm in g .
T h is  b r i e f  sk e tc h  o f  th e  c r e d i t  a c t i v i t i e s  and r e l a t e d  ta s k s  o f  
th e  C aja  A g ra r ia  r e v e a ls  t h a t  i t  i s  p e rh ap s  th e  m ost im p o r ta n t a g r i ­
c u l t u r a l  i n s t i t u t i o n  in  C olom bia, and t h a t  i t  h a s  s e q u e s te r e d  many 
o f  th e  fu n c t io n s  u s u a l ly  p e rfo rm ed  by a  d ep artm en t o r  m in i s t r y  o f  
a g r i c u l t u r e  in  m ost o th e r  c o u n t r i e s . T h is  p a r t i c u l a r  a rran g em en t h as
~^I b i d . , p p . 6 5 - 6 7 . 
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I b i d . ,  p . 90*
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c e r t a i n  a d v a n ta g e s  and c e r t a i n  d raw backs. The c h ie f  a d v an tag e  o f  th e  
s e p a r a t io n  o f  th e  C aja  A g ra r ia  from  th e  Colom bian M in is t r y  o f  A g r ic u l tu re  
i s  t h a t  th e  C aja  A g ra r ia  t r a d i t i o n a l l y  rem ained  p o l i t i c a l l y  in d ep en d en t 
o f  th e  p a r ty  i n  pow er, and t h i s  has g iv e n  i t  a  m easure o f  s t a b i l i t y  
and  c o n t in u i ty  n o t a f f e c t e d  b y  ch an g in g  a d m in is t r a t io n s  and o u tlo o k s .
On th e  o th e r  hand , th e  p e c u l i a r  s e m i - o f f i c i a l  s t a t u s  o f  th e  C aja  A g ra r ia  
means t h a t  i t  i s  n o t r e q u ir e d  t o  subm it i t s  b u d g e ts  t o  th e  n a t io n a l  
governm ent n o r  t o  th e  c o m p tro l le r  g e n e r a l ,  a s  do th e  o f f i c i a l  a g r i c u l ­
t u r a l  a g e n c ie s  u n d e r th e  M in is t r y  o f  A g r ic u l tu r e . M oreover, b ecau se  
i t  i s  f i r s t  and  fo rem o st an  agency  o f  c r e d i t ,  w h a tev e r lo o se  a d m in is ­
t r a t i v e  c o n t r o l  th e r e  i s  m ust be e x e r c is e d  b y  th e  S u p e r in te n d e n t o f  
B anking . I t  i s  p e rh a p s  f o r tu n a te  t h a t  th e  C aja  A g ra r ia  h as  m a in ta in e d  
i t s  im p o r ta n t p o s i t i o n  w ith  r e s t r a i n t ,  and  a t  th e  same tim e  has done 
re a s o n a b ly  w e ll  i n  c o o rd in a t in g  i t s  own a g r a r ia n  p o l i c i e s  w ith  th o se  
o f  th e  v a r io u s  m in i s t r i e s  o f  a g r i c u l t u r e .
O th e r I n s t i t u t i o n s  o f  A g r ic u l tu r a l  C re d i t
A f te r  th e  C aja  A g ra r ia ,  th e  n e x t m ost im p o r ta n t so u rce  o f  a g r i c u l ­
t u r a l  c r e d i t  a r e  th e  com m ercial a g r i c u l t u r a l  b a n k s , such  a s  th e  Banco 
C a fe te ro , founded  i n  1953, and  th e  Banco G anadero, founded  in  1956.
The m ain fu n c t io n  o f  th e s e  banks i s  t o  p ro v id e  lo a n  fu n d s  f o r  s p e c i f i c  
c ro p s  o r  a c t i v i t i e s ,  e . g . ,  c o f fe e  and  c a t t l e ,  b u t  a  p o r t i o n  o f  th e  c r e d i t  
r e s o u rc e s  o f  th e s e  banks i s  d ev o ted  t o  o th e r  a g r i c u l t u r a l  p u r s u i t s .  I n  
i 960 , f o r  exam ple, th e  Banco C a fe te ro  made lo a n s  o f  $78 m i l l i o n  f o r  
c o f fe e  p ro d u c t io n , $5^ m i l l i o n  f o r  c a t t l e  p ro d u c tio n , and  $if3 m i l l io n  
f o r  th e  p ro d u c tio n  o f  o th e r  c ro p s . I n  t h a t  same y e a r ,  th e  Banco G anadero
g ra n te d  $43 m i l l i o n  in  lo a n s  f o r  c a t t l e - r a i s i n g ,  and  $400 ,000  f o r  o th e r
19a g r i c u l t u r a l  p u rp o s e s .
A g r i c u l tu r a l  bank  c r e d i t  i s  supp lem ented  b y  c r e d i t  from  th e  
n o n - a g r i c u l tu r a l  com m ercial banks w hich , a c c o rd in g  t o  Law 26 o f  
1959 , a r e  r e q u i r e d  t o  make a  minimum o f  15 p e r  c e n t  o f  th e  t o t a l  v a lu e  
o f  t h e i r  lo a n s  a v a i l a b le  t o  a g r i c u l tu r e  th ro u g h  th e  C aja  A g r a r ia .  I n  
p r a c t i c e ,  com m ercial ban k s have chosen  t o  le n d  a  much h ig h e r  p e rc e n ta g e  
t o  a g r i c u l t u r a l  e n d e a v o rs ; i n  1961 , f o r  exam ple, th e s e  b an k s g ra n te d  
more th a n  $700 m i l l i o n  o r  27  p e r  c e n t  o f  t h e i r  t o t a l  lo a n s  t o
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a g r i c u l t u r e ,  p r im a r i ly  f o r  c a t t l e - r a i s i n g  and  c o f fe e  p ro d u c tio n .
S t i l l  l e s s  im p o r ta n t so u rc e s  o f  a g r i c u l t u r a l  lo a n  fu n d s  a re
th o s e  p u b l ic  and  p r iv a t e  i n s t i t u t e s  o f  c r e d i t ,  d e s ig n e d  t o  a i d  th e
p ro d u c t io n  o f  s p e c i f i c  c ro p s . Among th e  m ost a c t i v e  a r e  th e  I n s t i t u t e
f o r  C o tto n  D evelopm ent, th e  I n s t i t u t e  f o r  Tobacco D evelopm ent, and  th e
I n s t i t u t e  f o r  B a r le y  D evelopm ent, b u t  th e  volume o f  lo a n s  a r i s i n g  from
th e s e  o r g a n iz a t io n s  i s  i n s i g n i f i c a n t  when com pared w ith  th e  t o t a l  su p p ly
o f  a g r i c u l t u r a l  c r e d i t .
Thus th e  C aja  A g ra r ia  c o n s t i t u t e s  th e  c h ie f  so u rce  o f  a g r i c u l t u r a l
c r e d i t  i n  Colom bia. I n  1961, f o r  exam ple, th e  C aja  A g ra r ia  g ra n te d
a lm o s t 90 p e r  c e n t  o f  th e  t o t a l  number o f  lo a n s  made t o  a g r i c u l t u r e  
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i n  t h a t  y e a r .  B ecause th e  C aja  A g ra r ia  te n d s  t o  em phasize " sm a ll 
lo a n s  f o r  sm a ll f a rm e r s ,"  i t  was s l i g h t l y  b e h in d  th e  a g r i c u l t u r a l  and 
com m ercial banks in  th e  t o t a l  v a lu e  o f  a g r i c u l t u r a l  lo a n s  g r a n te d - - 
42 v e rs u s  47 p e r  c e n t .  N e v e r th e le s s ,  s in c e  Law 26 c h an n e led  a t  l e a s t
19 . /F ran co  A r ia s ,  E l C re d i to , p . 90.
20I b i d . ,  p . 92.
■̂LCIDA, In v e n to ry ,  p . 6 l .
p a r t  o f  th e  com m ercial lo a n s  t o  a g r i c u l t u r e  th ro u g h  th e  C aja  A g ra r ia ,  
t h a t  i n s t i t u t i o n  r e t a i n s  e f f e c t i v e  c o n t r o l  o v e r  th e  b u lk  o f  C o lo m b ia 's  
a g r i c u l t u r a l  c r e d i t ,  i n  te rm s  o f  th e  t o t a l  v a lu e  a s  w e l l  a s  th e  number 
o f  lo a n s .
C H A P T E R  I V
THE STRUCTURE OP PLANNED AGRICULTURAL 
CREDIT IN COLOMBIA
As th e  p r im a ry  so u rce  o f  a l l  a g r i c u l t u r a l  lo a n s  i n  Colom bia, 
th e  C aja  A g r a r i a 's  p o l i c i e s  a r e  th e  m ost im p o r ta n t t o  c o n s id e r  in  
any  e x am in a tio n  o f  th e  fram ew ork o f  th e  n a t i o n ’s a g r i c u l t u r a l  
c r e d i t .  M oreover, b ecau se  o f  i t s  s i z e ,  i t s  p r e s t i g e ,  and  i t s  
o r g a n iz a t io n a l  t i e s  w ith  th e  b a n k in g  sy stem , th e  C aja  A g r a r i a 's  
le n d in g  p o l i c i e s  s t r o n g ly  in f lu e n c e  th e  p o l i c i e s  o f  a l l  o th e r  
c r e d i t  i n s t i t u t i o n s .  Thus th e  a g r i c u l t u r a l  c r e d i t  s t r u c tu r e  o f  
th e  c o u n try  can  be  c o n s id e re d  a  r e f l e c t i o n  o f  th o s e  le n d in g  p a t t e r n s  
i n i t i a t e d  and  m a in ta in e d  b y  th e  C aja  A g ra r ia .
The C re d it  S t r u c tu r e  o f  th e  C aja  A g ra r ia
The p ro c e s s  o f  lo a n  a l l o c a t i o n s  th ro u g h  th e  C aja  A g ra r ia  b e g in s  
w ith  a  sem iannual a p p l i c a t i o n  f o r  lo a n  fu n d s from  l o c a l  b ra n c h e s  and  
a g e n c ie s ,  b a se d  on t h e i r  e s t im a te s  o f  th e  l o c a l  demand f o r  c r e d i t .
The E x e c u tiv e  B oard o f  th e  C aja  A g ra r ia ,  com paring  th e  assem bled  
r e q u e s ts  w ith  th e  a n t i c ip a t e d  a v a i l a b le  fu n d s , th e n  e s t a b l i s h e s  a  
cupo , o r  q u o ta , o f  lo a n s  f o r  e ach  b ra n c h  a c c o rd in g  t o  b ro a d  p r i o r i t i e s  
o r  g o a ls  w hich th e  B oard re g a rd s  a s  im p o r ta n t .  Some f a c to r s  w hich a re  
c o n s id e re d  i n  e s ta b l i s h in g * th e  p r i o r i t i e s  in c lu d e :  th e  d o m estic  su p p ly
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an d  demand o f  s p e c i f i c  p ro d u c ts ;  th e  developm ent o f  e x p o r t  p ro d u c ts ;
i n d u s t r i a l  re q u ire m e n ts  f o r  raw m a te r i a l s ;  and  c a p i t a l  needs o f  p r iv a t e
an d  g o v ern m en ta l a g r i c u l t u r a l  p ro d u c ts .'* ’ As an  i l l u s t r a t i o n  o f  how
th e s e  g u id e l in e s  w ork, i n  19&5 ‘t l̂e E x e c u tiv e  B oard d e c re e d  t h a t  d o m estic
a g r i c u l t u r a l  c o n d i t io n s  w ere such  t h a t  l o c a l  a g e n c ie s  sh o u ld  fa v o r
w ith  lo a n s  th o s e  a c t i v i t i e s  w hich d i r e c t l y  in c re a s e d  th e  p ro d u c tio n
o f  b a s ic  f o o d s tu f f s  and  i n d u s t r i a l  raw m a te r i a l s .  At th e  same tim e
th e y  d e c id e d  to  su sp en d , te m p o ra r i ly ,  lo a n s  f o r  th e  f a t t e n i n g  o f
c a t t l e ,  f o r  s h o r t - te r m  f in a n c in g  o f  r u r a l  h o u s in g , and  f o r  r e f in a n c in g
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d e b ts  o r i g i n a t i n g  from  a g r i c u l t u r a l  in v e s tm e n ts .
W ith in  th e  e s t a b l i s h e d  g u id e l in e s  s e t  b y  th e  E x e c u tiv e  B oard ,
f u r t h e r  r e s t r i c t i o n s  on th e  u se  o f  th e  cupo a t  th e  l o c a l  l e v e l  a re
fo rm u la te d  b y  th e  D epartm ent o f  Economic I n v e s t ig a t io n s ,  w hich a ssem b les
d a ta  c o n c e rn in g  optimum c o n d i t io n s  f o r  s p e c i f i c  c ro p s  i n  v a r io u s  re g io n s  
3o f  th e  c o u n try . I f  i t  i s  fo u n d , f o r  exam ple, t h a t  r i c e  does n o t do 
w e l l  i n  a  c e r t a i n  re g io n  d u r in g  th e  f i r s t  s ix  months o f  th e  y e a r ,  a  
r e s t r i c t i o n  m igh t be  p la c e d  on th e  C aja  A g ra r ia  b ra n c h e s  i n  t h a t  a r e a  
p r o h i b i t i n g  lo a n s  f o r  th e  c u l t i v a t i o n  o f  r i c e .  I n  t h i s  way, some 
t e c h n i c a l  s u p e r v is io n  i n  th e  d i s t r i b u t i o n  o f  lo a n s  i s  a s s u re d .
R. D. C a r te r  and  R. A. B a i le y ,  An A n a ly s is  o f  A g r ic u l tu r a l  
C r e d i t  O p e ra tio n s  o f  S e le c te d  B ranches o f  th e  C aja  de C re d ito  
A g ra r io ,  I n d u s t r i a l  y  M inero in  Colom bia (Columbus, Ohio: A g r ic u l tu r a l
F in an ce  C e n te r , Ohio S ta te  U n iv e r s i ty ,  December, 1967 ) ,  p . 18.
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W illiam  G. H o erg er, Colom bian A g r ic u l tu r a l  C r e d i t—1965 : The 
C aja  A g ra r ia ,  INCORA and th e  B anking System  (Columbus, Ohio:
A g r i c u l tu r a l  F in an ce  C e n te r , Ohio S ta te  U n iv e r s i ty ,  A u g u st, 1966) ,  
p p . 14 -1 5 .
^ C a r te r  and  B a i le y ,  A n a ly s is  o f  A g r ic u l tu r a l  C r e d i t , p . 18.
W ith in  th e s e  f i n a l  c a t e g o r i e s , m a t u r i t i e s  and  te rm s  o f  th e  lo a n s  
t o  he g ra n te d  a r e  d e te rm in e d  b y  th e  s p e c i f i c  n a tu re  o f  th e  lo a n s  
th e m se lv e s .
The C aja  A g ra r ia  d i s t in g u i s h e s  be tw een  s h o r t ,  medium, an d  lo n g ­
te rm  a g r i c u l t u r a l  c r e d i t .  S h o r t- te rm  c r e d i t  r e f e r s  t o  lo a n s  w hich 
m atu re  i n  a  p e r io d  o f  from  th r e e  t o  12 m onths; m edium -term  c r e d i t  
in v o lv e s  te rm s  from  13 m onths t o  f iv e  y e a r s ;  and lo n g - te rm  c r e d i t  
c o n s i s t s  o f  lo a n s  w ith  a  d u r a t io n  o f  s ix  t o  15 y e a r s ,  th e  l a t t e r
b e in g  th e  maximum te rm  o f  an y  lo a n  made b y  th e  C aja  A g ra r ia .  I n
r e c e n t  y e a r s ,  a p p ro x im a te ly  35 Pe r  c e n t  o f  th e  new lo a n s  made b y  th e
C aja  A g ra r ia  have b een  s h o r t - te r m , 50 p e r  c e n t have b e en  m edium -term ,
k
an d  15 p e r  c e n t  have b een  lo n g - te rm .
S h o r t- te rm  c r e d i t  i s  g ra n te d  f o r  th e  c u l t i v a t i o n  o f  s e a s o n a l  
c ro p s , f o r  th e  m ain ten an ce  o f  perm anent c ro p s  ( e . g . ,  c o f f e e ) ,  f o r  
th e  f a t t e n i n g  o f  l iv e s to c k  f o r  th e  m a rk e t, and f o r  farm  im provem ents 
when th e  b o r r o w e r 's  p a s t  c r e d i t  r e c o rd  and  h i s  a b i l i t y  t o  p ay  make 
i t  seem l i k e l y  t h a t  th e  lo a n  w i l l  be  r e p a id  w i th in  th e  a p p r o p r ia te  
tim e  p e r io d .  Loans g ra n te d  b y  th e  C aja  A g ra r ia  on a  s h o r t - te r m  
b a s i s  v a ry  i n  maximum a llo w a b le  am ounts from  $10 ,000  t o  $6 0 , 0 0 0 , 
d ep en d in g  on th e  u s e , and  c a r r y  an  i n t e r e s t  c h a rg e  w hich  i s  th e  
e q u iv a le n t  o f . a  s ix  p e r  c e n t  a n n u a l r a t e .  These te rm s  compare 
f a v o ra b ly  w ith  th e  s h o r t - te rm  a g r i c u l t u r a l  c r e d i t  p o l i c i e s  o f  
com m ercial b a n k s , w hich le n d  f o r  p e r io d s  o f  90 t o  180 days a t  an 
a v e rag e  ch arg e  o f  t e n  p e r  c e n t  a n n u a l i n t e r e s t .
^CIDA, I n v e n to ry , p . 66. See a l s o  " S ^ n te s is  de M odalidades 
de C re d ito  de l a  C a ja ,"  C a r ta  A g ra r ia ,  65 (May, 1961) ,  pp . 2 -3 -
Medium-term credit is  directed primarily toward the cultivation  
of crops requiring more than a year to mature, and toward the estab­
lishment or enlargement of animal herds. Other uses of medium-term 
loans include farm improvements of a permanent nature, the purchase of 
agricultural machinery, the construction of w ells, the building of 
sugar m ills , fishing development, and the financing of t i t l e s  to  
common lands. The maximum amount of credit obtainable on medium term 
varies, depending on the use of the loan, from $10,000 to $300, 000, 
except in the acquisition of common lands in which case the maximum 
amount is  the estimated market value of the property. Medium-term 
credit is  lent at an annual rate of interest of eight per cent.
Long-term credit, the least important in the Caja Agraria's 
overall structure of loans, is  given to finance the private construction 
of irrigation and drainage systems, for the planting of permanent crops 
other than coffee, and for the purchase of rural properties. I t  may 
also be used by borrowers who have no more than $200,000 in non-property 
assets and less than 32 hectares of land to repay privately negotiated 
loans for the purchase of property, i f  such loans are less than one- 
year old. The upper lim it on credit granted on a long-term basis 
ranges between $50,000 and $300,000 and carries an annual interest 
charge of nine per cent.
In recent years, the Caja Agraria has introduced two new programs 
of long-term credit which, by offering loans at s lig h tly  lower rates 
of in terest, are designed to stimulate specific a c t iv it ie s . Long-term 
credit can now be obtained for the establishment or enlargement of 
s isa l plantations at an interest rate of eight per cent. Under the 
Caja Agraria's new rural housing program, borrowers may receive from
$4 ,000  t o  $8 ,000  f o r  th e  c o n s t r u c t io n  o f  im provem ent o f  r u r a l  h o u s in g  
a t  f iv e  t o  s ix  p e r  c e n t  i n t e r e s t ,  d epend ing  on th e  amount o b ta in e d .
T hese lo n g - te rm  c r e d i t  p ro g ram s, how ever, a r e  a s  y e t  o f  m inor 
im p o rtan ce  i n  th e  t o t a l  c r e d i t  a c t i v i t y  o f  th e  C aja  A g ra r ia .  As 
a l r e a d y  n o te d , th e  C aja  A g ra r ia  em phasizes s h o r t -  and  m edium -term  
c r e d i t  ( c o n s t i t u t i n g  a b o u t 85 p e r  c e n t o f  th e  t o t a l  lo a n s  m ade), and  
w i th in  t h a t  te rm  s t r u c tu r e  te n d s  t o  f a v o r  r e l a t i v e l y  sm a ll lo a n s .
F o r exam ple, a s  shown in  T ab le  2 , i n  th e  1960-61  f i s c a l  y e a r  a b o u t
TABLE 2
DISTRIBUTION OF CAJA AGRARIA LOANS BY SIZE 
(July 1 , i 960 t o  June  30 , 1961 )




Less than $ 100 524 $ 52 ,189
101 - 250 6 ,8 2 9 1 ,4 5 7 ,9 7 4
25-1 - 500 38 ,867 1 6 ,9 5 5 ,5 2 9
501 - 1 ,000 76 ,694 6 4 ,5 3 9 ,9 6 6
1 ,0 0 1  - 5 ,000 • 107 ,678 25 8 , 130,103
5 ,0 0 1  - 10 ,000 14 ,072 111 , 289 ,191
10 ,001  - 20 ,000 6 ,937 1 09 ,641 ,780
2 0 ,0 0 1  - 50 ,000 4 ,2 1 2 1 30 ,486 ,053
More than 50 ,000 163 1 5 ,5 7 4 ,4 0 8
Total 2 5 5 ,976 $708 , 127,223
S o u rce : F ran c o , op. c i t . ,  p p . 74-75• T h is  T a b le , a s  do T a b le s  3 th ro u g h
6 , em ploys i 960 d a ta  f o r  c o m p a r a b i l i ty  w ith  th e  p ro d u c tio n  
f u n c t io n  f ig u r e s  in  C h ap te r  V. I t  sh o u ld  be n o te d  h e re  t h a t  
th e  p a t t e r n  and d i s t r i b u t i o n  o f  lo a n s  in  Colom bia have n o t 
changed  s i g n i f i c a n t l y  in  th e  in te r v e n in g  y e a r s .
42 p e r  c e n t  o f  th e  t o t a l  number o f  lo a n s  made (36  p e r  c e n t  o f  th e  t o t a l  
v a lu e )  were be tw een  $1 ,001  and  $ 5 ,0 0 0 . The n e x t l a r g e s t  c a te g o ry  
o f  lo a n s ,  c o n s t i t u t i n g  30 p e r  c e n t o f  th e  t o t a l  number and  n in e  p e r  
c e n t  o f  th e  t o t a l  v a lu e ,  c o n s is te d  o f  th o s e  be tw een  $501 and 
$1 , 0 0 0 .
T ab le  3 shows t h a t  p r o p e r ty  owners were th e  p r im a ry  r e c i p i e n t s  
o f  lo a n s  g ra n te d  b y  th e  C aja  A g ra r ia ,  r e c e iv in g  74 p e r  c e n t  o f  th e  
t o t a l  number an d  j 8 p e r  c e n t o f  th e  t o t a l  v a lu e  o f  lo a n s .  I t  i s  
n o t  t o  be i n f e r r e d ,  how ever, t h a t  th e  m a jo r i ty  o f  lo a n s  made b y  
th e  C aja  A g ra r ia  were se c u re d  b y  m ortgages on r u r a l  p ro p e r ty ;  a c t u a l l y
TABLE 3
LOANS OP THE CAJA AGRARIA BY ECONOMIC 
STATUS OF BORROWER 
( J u ly ,  1959 t o  Ju n e , i 960)
S o c ia l  S ta tu s
Number o f  
Loans
V alue o f  
Loans 
($1 , 000 )
P r o p e r ty  owner 167,950 454 ,045
R e n te r 26 ,942 74 ,043
H ire d  la b o r e r 16 ,631 34 ,870
S h a re c ro p p e r 10 ,791 1 2 ,212
O th er ■ It, 901 7 ,105
C o o p e ra tiv e 289 3 ,1 9 1
T o ta l 227 ,504 585 ,466
S o u rce : In fo rm e  de G eren c ia  (B ogota: C aja  de C re d ito  A g ra r io , i 960 ) ,  n .p .
TABLE 4
LOANS OF THE CAJA AGRARIA BY TYPE OF GUARANTEE 






Agricultural pledge 67,334 $183,682,148
Livestock pledge 49,455 150,249,704
Agricultural and 







Other guarantees 1 5,101,200
Rehabilitation 
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$708,127,224
Source: Franco, oj). c i t . ,  pp. 119-120.
a s  T ab le  4 r e v e a l s ,  o n ly  seven  p e r  c e n t  o f  th e  t o t a l  number o f  lo a n s  
were b ack ed  b y  m o rtgages.'*  P e r s o n a l ,  c ro p , and l i v e s to c k  p le d g e s  
c o n s t i t u t e d  th e  c o l l a t e r a l  o f  more th a n  92 p e r  c e n t  o f  th e  lo a n s  
g ra n te d .
A g r i c u l tu r a l  a c t i v i t i e s  u t i l i z i n g  C aja  A g ra r ia  c r e d i t  r e f l e c t  
th e  g e n e r a l  p a t t e r n  o f  a g r i c u l t u r a l  p ro d u c tio n  in  C olom bia. As shown 
i n  T ab le  5 , c a t t l e - p r o d u c t io n ,  th e  dom inant a c t i v i t y  i n  te rm s  o f  la n d
TABLE 5
LOANS OP THE CAJA AGRARIA BY TYPE 
OF ECONOMIC ACTIVITY, i 960
A c t iv i ty T o ta l  V alue o f  Loans
C a t t le - p r o d u c t io n $292,62ij-,355
Crop p ro d u c tio n  
(e x c lu d in g  c o f f e e ) 1 4 4 ,212 ,613
C o ffee  p ro d u c tio n 8 8 ,8 5 7 ,9 2 7
O th e r a g r i c u l t u r a l  
a c t i v i t i e s 9 4 ,6 2 3 ,4 6 7
M ining  and  I n d u s t r y 3 ,3 7 5 ,2 8 1
S o u rce : C aja  de C re d ito  A g ra r io , C a r ta  A g r a r ia , No. 114, p . 3-
5
A b o r r o w e r 's  f i r s t  lo a n  from  th e  C aja  A g ra r ia  i s  l i k e l y  t o  be 
se c u re d  b y  some ta n g ib le  p le d g e , b u t  once a  c r e d i t  re c o rd  has b een  
e s t a b l i s h e d ,  su b seq u en t lo a n s  may be s e c u re d  b y  a  p e r s o n a l  n o te .  T h is  
would e x p la in  th e  p rep o n d eran ce  o f  lo a n s  s e c u re d  b y  p e r s o n a l  g u a ra n te e , 
m ost o f  w hich would be aw arded t o  e x p e r ie n c e d  b o rro w e rs . See C a r te r  
and B a i le y ,  A n a ly s is  o f  A g r ic u l tu r a l  C r e d i t ,  p . 1 5 .
u t i l i z a t i o n ,  a b so rb ed  some ^7 p e r  c e n t  o f  th e  t o t a l  v a lu e  o f  lo a n s  made
i n  i 9 6 0 . C o ffe e , th e  m ost im p o r ta n t s in g le  c ro p , re c e iv e d  ab o u t 1^
p e r  c e n t .  W ith in  th e s e  b ro a d  ra n g e s  o f  a c t i v i t y ,  s p e c i f i c  u se s  o f
th e  lo a n s  in c lu d e d  th e  c u l t i v a t i o n  o f  c ro p la n d  and  p a s tu r e  (52
p e r  c e n t  o f  th e  t o t a l  number o f  lo a n s ) ,  c a t t l e - r a i s i n g  (23 p e r  c e n t ) ,
an d  perm anen t farm  im provem ents (17 p e r  c e n t ) .  Only two p e r  c e n t
o f  th e  t o t a l  number o f  lo a n s  was u sed  f o r  th e  p u rc h a se  o r  r e n t a l  o f  
6
l a n d .
The m ost im p o r ta n t c ro p s  a id e d  b y  c r e d i t  were c o f fe e  (36  p e r  
c e n t  o f  th e  t o t a l  v a lu e  o f  lo a n s ) ,  r i c e  (n in e  p e r  c e n t ) ,  c o t to n  
(n in e  p e r  c e n t ) ,  p o ta to e s  ( e ig h t  p e r  c e n t ) ,  and  c o rn  (sev en  p e r  
c e n t ) .  The t o t a l  v a lu e  o f  lo a n s  f o r  th e  above c ro p s  was ab o u t 
$150 m i l l i o n ;  th e  v a lu e  f o r  a l l  o th e r  c ro p s  was a b o u t $65 m i l l io n .
The d i s t r i b u t i o n  o f  lo a n s  o f  th e  C aja  A g ra r ia  b y  d ep artm en ts  
i s  shown i n  T ab le  6 . I t  can be seen  t h a t  c r e d i t  a c t i v i t i e s  were 
c o n c e n tra te d , i n  th e  d e p a r tm en ts  o f  B oyaca, C undinam arca, T o lim a, 
an d  A n tio q u ia , i n  t h a t  o rd e r .  T hese a r e  among th e  m ost h e a v i ly  
p o p u la te d  d e p a r tm en ts  i n  Colom bia and  a r e ,  i n  g e n e r a l ,  th e  c o u n t r y 's  
m a jo r a g r i c u l t u r a l  r e g io n s .
By way o f  a  summary, i t  m igh t be  h e lp f u l  t o  draw  from  th e  above 
d a ta  a  p o r t r a i t  o f  th e  t y p i c a l  r e c i p i e n t  o f  a  C aja  A g ra r ia  lo a n : th e
b o rro w e r i s  m ost l i k e l y  t o  b e  a  c a t t l e - r a n c h e r  o r  c o f fe e  p ro d u c e r  
from  th e  c e n t r a l  h ig h la n d s ;  a  p r o p e r ty  owner e x p e r ie n c e d  i n  th e  u se  
o f  c r e d i t ,  and  who i s  p ro d u c in g  f o r  s a le  i n  a  m a rk e t. T h is  p o r t r a i t
ĈIDA, Inventory, p. 6k.
7Elias del Hierro, Informe, n.p.
TABLE 6
DISTRIBUTION OF CAJA AGRARIA LOANS 
BY DEPARTMENTS 
(December 31 , i 960 )
Department Number Value
Antioquia 2 8 ,4 2 1 $ 7 9 ,5 7 6 ,0 9 9
Atlantico 3 ,8 l4 1 4 ,186 ,149
Bolivar 12 ,591 50 , 901,852
Boyaca 37 ,544 69 , 121,161
Caldas 2 0 ,9 6 9 6 4 ,8 7 6 ,5 5 6
Cauca 10 , 26 l 2 3 ,3 7 3 ,7 7 7
Cordoba 9 ,822 4 2 ,8 2 7 ,6 5 7
Cundinamarca 37 ,533 133 ,540 ,400
Choco7 609 551,915
Huila 1 4 ,039 4 2 ,6 0 6 ,8 2 3
Magdalena 8 ,5 2 1 4 2 ,6 2 4 ,4 0 9
Meta 8 ,4 7 1 2 2 ,6 1 7 ,3 7 5
Narino 13,745 2 6 ,7 2 4 ,7 0 4
Santander 26 ,575 6 3 ,8 7 8 ,9 7 9
N. de Santander 9 ,6 1 1 2 7 ,7 5 0 ,3 7 0
Tolima 2 9 ,923 9 5 ,8 1 4 ,0 0 0
Valle 14 ,662 6 0 ,9 5 1 ,1 3 7
Total 287 ,111 $861 , 923,363
S o u rce : C a r ta  A g ra r ia ,  Annex t o  No. 56 , J a n u a ry , 1961 , n .p .
contrasts sharply with that of the typical Colombian minifundista 
who produces potatoes and corn, primarily for subsistence, on land 
which he does not own or to which there is  no clear t i t l e ,  and who 
rarely, i f  ever, uses credit.
The Non-Use of Agricultural Credit in Colombia
Attention has been centered thus far on the distribution and 
use of credit actually supplied by the Caja Agraria in Colombia. An 
examination of the credit needs which go unsatisfied would indicate 
the extent to which that institu tion  is  meeting the nation's requirements 
for agricultural funds.
The to ta l number of loans granted by the Caja Agraria in the 
f is c a l year I96O-6I was about 250,000, or about 90 per cent of the 
to ta l number of agricultural loans made by a l l  credit institutions in 
that year. Assuming the number of rural families in Colombia to be 
anywhere from about 1.5  to 2.0 m illion, th is means that at most only 
15 per cent of farm families were served by the country's formal 
system of agricultural credit.
The scant financial resources of the Caja Agraria relative to  
the nation's agricultural credit needs is  the most important, but 
not the only reason for the limited use of loans for agricultural 
purposes. Many, i f  not most, small farmers are mistrustful of the 
Caja Agraria and, as Fals-Borda has noted, " s t i l l  approach these 
offices with a certain tim idity and apprehension, as i f  compelled by
O
necessity and as a last resort." This reluctance to use credit
^Fals-Borda, Peasant Society, p. 172.
f a c i l i t i e s  i s  e v id en c e d  b y  th e  m eager number o f  c r e d i t  a p p l i c a t io n s  
r e c e iv e d  b y  th e  C aja  A g ra r ia ;  in  th e  y e a r  b e g in n in g  J u ly  1 , 1959 f o r  
exam ple, Colom bian fa rm e rs  r e q u e s te d  a  mere $800 m i l l i o n  in  lo a n s  from  
th e  C aja  A g ra r ia ,  o f  w hich a lm o s t $600 m i l l i o n  was g r a n te d .^
The a t t i t u d e  o f  th e  Colom bian p e a s a n t  to w ard  b o rro w in g  i s  c l e a r l y  
d e l in e a te d  b y  a  r e c e n t  s tu d y  o f  fa im in g  in  th e  S uarez  R iv e r  b a s in ,  
in  w hich  808  r u r a l  f a m i l ie s  were q u e s t io n e d  on, among o th e r  t h in g s ,  
t h e i r  u se  o f  c r e d i t  in  fa rm in g  o p e r a t i o n s . ^  The s tu d y  r e v e a le d  t h a t  
7^ p e r  c e n t  o f  th e  f a m i l ie s  in te rv ie w e d  u sed  no c r e d i t  w h a tso e v e r, 
w h ile  17 p e r  c e n t  u sed  some form  o f  i n s t i t u t i o n a l  c r e d i t ,  e ig h t  p e r  
c e n t  borrow ed from  p r iv a t e  le n d e r s ,  and one p e r  c e n t  em ployed some 
co m b in a tio n  o f  i n s t i t u t i o n a l  an d  p r iv a te  c r e d i t .  The r e s u l t s  f o r  th e  
a r e a  a r e  c lo s e  t o  th e  above e s t im a te s  on th e  non use  o f  c r e d i t  f o r  
th e  n a t io n  a s  a  w hole.
An i n t e r e s t i n g  a s p e c t  o f  th e  S uarez  R iv e r  s tu d y  i s  t h a t  f a m i l ie s  
w hich  d id  n o t u se  c r e d i t  were a sk ed  t o  c i t e  th e  p r i n c i p a l  re a so n  f o r  
n o t s e e k in g  c r e d i t  a id .  Most fa rm e rs  (̂ t-8 p e r  c e n t)  re sp o n d ed  t h a t  
th e y  had  n o t a p p l ie d  f o r  lo a n s  b ecau se  th e y  were u n d e r th e  im p re ss io n  
t h a t  th e y  la c k e d  ta n g ib le  goods o f  s u f f i c i e n t  v a lu e  t o  se rv e  a s  a  
g u a ra n te e  f o r  a  lo a n . Ten p e r  c e n t  o f  th e  fa rm e rs  s a id  t h a t  th e y  
s im p ly  d i s l i k e d  b e in g  in  d e b t ,  s ix  p e r  c e n t  f e l t  t h a t  th e r e  was to o
ĈIDA, Inventory, p . 6k.
^ M a rc o  Rey Carmona, and  o th e r s ,  E s tu d io  A groeconom ico de l a  
Hoya d e l  R io S uarez  (B ogota: C en tro  de E s tu d io s  p a ra  e l  D e s a r ro l lo
Econom ico, 1965) ,  p- 26k.
much paperw ork  in v o lv e d  in  a p p ly in g  f o r  a  l o a n , ^  and  an  a d d i t i o n a l  
s ix  p e r  c e n t  s a id  t h a t  th e y  had  a p p l ie d  t o  th e  C aja  A g ra r ia  f o r  lo an s  
in  th e  p a s t  an d , h a v in g  b een  tu r n e d  down, saw no re a so n  t o  a p p ly  a g a in .
W hatever th e  f a c t u a l  b a s i s  o f  th e  above re s p o n s e s , th e y  r e p re s e n t  
s p e c i f i c  d i f f i c u l t i e s  o r  m isu n d e rs ta n d in g s  w hich th e  C aja  A g ra r ia  m ust 
a t te m p t t o  overcome th ro u g h  a  program  o f  e d u c a tio n  in  th e  u se  o f  c r e d i t  
More g e n e r a l ly ,  how ever, th e  re sp o n se s  a r e  a  r e f l e c t i o n  o f  a  w id e r 
p rob lem , o b se rv a b le  in  m ost p e a s a n t  s o c i e t i e s ,  where c r e d i t  o b l ig a t io n s  
t y p i c a l l y  have s o c i a l  d im en sio n s  w hich  o f te n  ou tw eigh  th e  p u r e ly
13econom ic a s p e c t .  F o r t h i s  re a s o n , th e  l im i t e d  use  o f  o f f i c i a l l y  
sp o n so red  c r e d i t  among th e  Colom bian p e a s a n tr y  may a l s o  be a t t r i b u t e d  
t o  th e  im p e r s o n a l i ty  o f  such  t r a n s a c t i o n s .  T h is  f u r t h e r  c o m p lic a te s  
th e  C aja  A g r a r i a ' s t a s k  o f  in d u c in g  Colom bian fa rm e rs  t o  u se  th e  
a v a i l a b le  c r e d i t  r e s o u rc e s  more f u l l y ,  and  more e f f i c i e n t l y ,  t o  
b o l s t e r  th e  n a t i o n 's  a g r i c u l t u r a l  p ro d u c tio n .
■^But C a r te r  and  B a i le y  n o te  t h a t  p e r  c e n t  o f  new c l i e n t s  
a r e  in fo rm ed  o f  th e  f i n a l  a c t i o n  on a  lo a n  on th e  day  o f  a p p l i c a t i o n ,  
and  87  p e r  c e n t  a r e  n o t i f i e d  w i th in  t h i r t y  d a y s . A n a ly s is  o f  
A g r i c u l tu r a l  C r e d i t , p . 13-
12 /Rey Carmona, Estudio Agroeconomico, p. 120.
13Raymond F i r t h  and  B. 3 . Yamey, e d s . ,  C a p i ta l ,  S av ing  and 
C re d i t  in  P e a sa n t S o c ie t i e s  (C hicago: A ld in e  P u b lis h in g  C o ., 1967 ),
P- 32.
CHAPTER V
RESOURCE PRODUCTIVITY IN 
COLOMBIAN AGRICULTURE
The e la b o r a te  s t r u c t u r e  and m a n ifo ld  f u n c t io n s  o f  th e  C aja  
A g ra r ia  r e f l e c t  th e  c o n ce rn  o f  t h a t  ag ency  f o r  th e  p rob lem s o f 
Colom bian a g r i c u l t u r e ,  and a  d e s i r e  to  im prove th e  n a t i o n 's  
a g r i c u l t u r a l  fo u n d a tio n . Yet in  s p i t e  o f  th e s e  a t t e n t i o n s ,  th e  
a g r i c u l t u r a l  p o s i t io n  o f  th e  c o u n try  in  r e c e n t  y e a r s  has b een  
d e t e r i o r a t i n g .  As n o te d  e a r l i e r , ^  i n  th e  decade 1958-67  th e  r a t e  
o f  p o p u la t io n  grow th  ex ceed ed  th e  r a t e  o f  grow th  in  fo o d  p ro d u c tio n , 
r e s u l t i n g  in  a  d im u n itio n  in  a g r i c u l t u r a l  p ro d u c tio n  p e r  c a p i t a .
T h is ,  in  t u r n ,  h as  m eant an  in c r e a s in g  r e l i a n c e  on im p o rted  fo o d ­
s t u f f s ,  and a  s l ip p a g e  in  C o lo m b ia 's  s t a t u s  a s  an  im p o r ta n t a g r i c u l t u r a l  
e x p o r te r .
C o n s id e rin g  C o lo m b ia 's  n a t u r a l  re s o u rc e  end o w m en t--ex ten siv e  
la n d s ,  f e r t i l e  s o i l s ,  and a  range  o f  c l im a te s  p e r m i t t in g  a  wide 
v a r i e t y  o f  c ro p s - -o n e  m ust co n c lu d e  t h a t  th e  n a t i o n 's  a g r i c u l t u r a l  p rob lem s 
r e s id e  n o t in  a  mere d e f ic ie n c y  o f  r e s o u r c e s ,  b u t  a l s o  in  th e  i n e f f e c t iv e  
use o f  th o s e  re s o u rc e s  w hich a re  a v a i l a b l e .
C o lo m b ia 's  r e l a t i v e  p o s i t i o n  in  a g r i c u l t u r a l  p ro d u c tio n  i s  c l e a r l y  
r e v e a le d  b y  a  com parison  o f  p ro d u c tio n  p e r  h e c ta r e  o f  v a r io u s
■''Above, p . 23 .
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a g r i c u l t u r a l  com m odities in  Colom bia w ith  th e  av e rag e  o u tp u ts  o f  o th e r  
t r o p i c a l  c o u n t r i e s .  As shown i n  T ab le  7 , th e  d i s p a r i t i e s  a r e  p a r t i c u la r ly -  
s t r i k i n g  i n  th e  p ro d u c tio n  o f  g r a in s ,  i n  t h a t  C o lo m b ia 's  c o o l ,  f e r t i l e  
. h ig h la n d s  a re  e s p e c i a l l y  s u i t e d  f o r  th e  grow ing o f  w h ea t, b a r l e y ,  and  
c o m . A lso  s u r p r i s in g  i s  th e  c o m p a ra tiv e ly  low y i e ld  o f  c o f fe e  p e r  
h e c ta r e ,  f o r  C olom bia, th e  second  le a d in g  p ro d u c e r  i n  th e  w o rld , i s  
u s u a l l y  re g a rd e d  a s  a  r e l a t i v e l y  e f f i c i e n t  p ro d u c e r  o f  c o f f e e .
TABLE 7




H ig h e s t Y ie ld , 
T r o p ic a l  C o u n tr ie s
C o u n try  k g s . / h a .
1965
Colom bia 
k g s . / h a .
19 66
Colom bia 
k g s . /h a .
Wheat M exico 2 ,4 7 0 900 1 ,1 0 0
B a r le y Kenya 1 ,440 1 ,1 8 0 1 ,700
Corn Taiw an 2 ,2 0 0 910 1 ,1 0 0
R ice P e ru 4 ,0 6 0 1 ,960 1 ,9 0 0
S ugar cane H awaii 230 ,000 41 ,700 —
P o ta to e s Taiwan 13 ,100 7 ,1 0 0 11 ,300
Sesame T h a ila n d 890 590 600
Onions P e ru 20 ,800 9 ,7 0 0 - -
Beans Sudan 1 ,470 660 600
B ananas P a k is ta n 30 ,300 15 ,600 10 ,000
C o tto n  seed Honduras 1 ,430 710 700
C offee E l S a lv a d o r 1 ,000 533 600
S o u rce : Pan A m erican U nion, D om estic E f f o r t s ,  p . 55*
A re c e n t  s tu d y  b y  L. J a y  A tk in so n  exam ined p r o d u c t iv i t y  t r e n d s
i n  Colom bian a g r i c u l t u r e  and  d is c o v e re d  t h a t  no s i g n i f i c a n t  p r o d u c t iv i ty
im provem ents have b e en  made i n  ro u g h ly  a  d ecad e . A tk in so n  a t t r i b u t e s
th e  s ta g n a t io n  i n  a g r i c u l t u r a l  p r o d u c t iv i t y  t o  two p r im a ry  f a c t o r s :
(1) an  o v e r r e l ia n c e  on la n d  e x p an s io n  a s  a  means t o  a c h ie v in g  a  l a r g e r
a g r i c u l t u r a l  o u tp u t , and  (2 ) th e  u se  o f  to o  l i t t l e  c a p i t a l  a lo n g  w ith
th e  o th e r  f a c t o r s  o f  p ro d u c t io n .  S p e c i f i c a l l y ,  w ith  r e f e re n c e  t o  th e
second  p o in t ,  A tk in so n  found  a  re d u c ed  r a t e  o f  f e r t i l i z e r  a p p l i c a t io n ,
and  a n  in c r e a s in g  u se  o f  a n im a l pow er where t r a c t o r s  would be more
a p p r o p r ia te .  The r e s u l t  h as  b e en  t h a t  Colom bia h as  moved from  th e
p o s i t i o n  o f  b e in g  c o n s id e r a b ly  more m echan ized  i n  a g r i c u l t u r e  th a n
a l l  o f  L a t in  A m erica i n  1955; t o  a  p o in t  w here, b y  196^ , i t s  deg ree
■3
o f  m e c h a n iz a tio n  was a  g r e a t  d e a l  l e s s  th a n  i n  a l l  L a t in  A m erica.
I t  i s  e v id e n t ,  th e n ,  t h a t  C olom bia needs a  r e o r i e n t a t i o n  o f  
i t s  a g r i c u l t u r a l  p o l i c i e s  t o  r e v e r s e  some o f  th e  p r o d u c t iv i t y  t r e n d s  
t h a t  a r e  becom ing in c r e a s in g ly  a p p a r e n t .  B ut th e  a p p r o p r ia te  p o l i c i e s  
m ust be b a se d  on a  more d e t a i l e d  knowledge o f  th e  n a tu re  o f  a g r i c u l t u r a l  
p ro c e s s e s  In  C olom bia: What a re  th e  r e l e v a n t  in p u ts ?  How a r e  th e y
r e l a t e d  t o  o u tp u t?  What d im en sio n s  o f  change a re  n e c e s s a ry  t o  
a c h ie v e  r e s u l t s ?  W hile t h e r e  a r e  s e v e r a l  ways t o  a p p ro ach  such  
q u e s t io n s  from  a n  econom ic s ta n d p o in t ,  i t  has  b e en  th e  e x p e r ie n c e  
o f  many in v e s t i g a t o r s  t h a t  p ro d u c tio n  f u n c t io n  s tu d ie s  o f  a  n a t i o n 's  
a g r i c u l t u r e  can  b e  e x tre m e ly  f r u i t f u l  in  e l i c i t i n g  th e  n e c e s s a ry  
an sw e rs , and can  p o in t  th e  way t o  s p e c i f i c  recom m endations f o r  
p r o d u c t iv i t y  im provem en ts .
2Changes i n  A g r ic u l tu r a l  P ro d u c tio n  and  T echno logy  i n  Colombia 
(W ashington, D .C .: Economic R ese a rch  S e rv ic e ,  U. S . D epartm ent o f  
A g r ic u l tu r e ,  1969 )•
^ I b i d . , p . 1 8 .
A Cobb-Douglas Production Function 
for Colombian Agriculture
A Cobb-Douglas production function is  a homogeneous function of 
the form
b2 ^nY = aX TC2 . . .  Xn
where Y is  the to ta l output of a productive process, and the X's 
refer to the relevant process inputs. The input exponents yield  
directly  the e la s t ic it ie s  of production, which are defined as the 
percentage changes in production that would result from a one 
per cent change in an input, other input levels being held constant. 
The sum of these e la s t ic it ie s  indicates the nature of returns to 
scale for a particular function or, i f  one assumes constant returns 
to scale, the importance of any omitted variables.
Another characteristic of the Cobb-Douglas production function 
involves the marginal products of the inputs, defined as
dY/dX = b Y/X ' n n ' n
A
and evaluated at the geometric mean of estimated output (Y) and of 
each input (Xn) . In a Cobb-Douglas function, the marginal products 
of the individual inputs may either be increasing, decreasing, or 
constant, but they cannot take on a multiple range of values.
Some advantages of using a Cobb-Douglas production function, 
over other functional forms, include i t s  computational ease (the 
parameters become linear when the function is  estimated in it s  
logarithmic form,) and it s  convenience in interpreting e la s t ic it ie s  
of production. In addition, th is function is  re la tively  e ffic ien t in
i t s  u se  o f  d e g re e s  o f  freedom , th u s  m aking i t  e s p e c i a l l y  a p p r o p r ia te  f o r  
in v e s t i g a t i o n s  where a  l im i te d  number o f  o b s e rv a tio n s  i s  a v a i l a b l e .  F o r 
th e s e  r e a s o n s , th e  Cobb-D ouglas p ro d u c tio n  f u n c t io n  h as  found  w id esp read
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u se  i n  a  v a r i e t y  o f  p ro d u c tio n  s tu d i e s ,  e s p e c i a l l y  i n  a g r i c u l t u r e .
The m ain l i m i t a t i o n s  o f  th e  Cobb-D ouglas p ro d u c tio n  f u n c t io n
a r e :  ( l )  i t  c an n o t be  u sed  w ith  s a t i s f a c t o r y  r e s u l t s  f o r  d a ta  where
th e r e  a r e  ra n g e s  o f  b o th  in c r e a s in g  and  d e c re a s in g  m a rg in a l p r o d u c t iv i ty ;
(2) b e ca u se  th e  cu rv e  " f l a t t e n s  o u t ,"  i t  does n o t d e f in e  a  maximum
o u tp u t ;  and  (3 ) th e  f u n c t io n  i s  b a se d  on th e  a ssu m p tio n  t h a t  each
in p u t  i s  l i m i t a t i o n a l ,  im p ly in g  t h a t  o u tp u t w i l l  b e  z e ro  when an y
in p u t  i s  z e ro . None o f  th e s e  d raw backs, how ever, i s  s e r io u s  enough
t o  l i m i t  th e  u s e f u ln e s s  o f  th e  Cobb-D ouglas p ro d u c tio n  fu n c t io n  i n  a
s tu d y  o f  a g g re g a te  a g r i c u l t u r a l  p ro d u c tio n , w hich i s  l i k e l y  t o  ta k e
p la c e  w i th in  a  sm a ll re g io n  o f  a  g iv e n  f u n c t io n .  Over a  tim e  p e r io d
s u f f i c i e n t l y  lo n g  t o  a llo w  movements i n to  a  new range  o f  th e  c u rv e ,
th e  f u n c t io n  i t s e l f  would p ro b a b ly  s h i f t  and would th e re b y  r e f l e c t
th e  new p r o d u c t i v i t i e s .  M oreover, i t  i s  d o u b tfu l  t h a t  a t  any  g iv e n
moment an  e n t i r e  c o u n try  w i l l  have re a c h e d  a  re g io n  o f  maximum
p ro d u c t io n —a d d i t i o n a l  r e s o u rc e s  can u s u a l ly  be m u s te red  t o  expand
o u tp u t .  F in a l l y ,  i n  an a c t u a l  p ro d u c tiv e  p ro c e ss  a t  l e a s t  some o f
e a c h  o f  th e  d e f in e d  in p u ts  a re  e x p e c te d  t o  be i n  u s e ,  so th e  l i m i t a t i o n a l
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a s p e c t  o f  th e  f u n c t io n  would p re s e n t  few p ro b le m s .
^S ee , f o r  exam ple, E a r l  0 . Heady and John  L. D il lo n ,  A g r ic u l tu r a l  
P ro d u c tio n  F u n c tio n s  (Ames, Iowa: Iowa S ta te  U n iv e r s i ty  P r e s s ,  1961) .
^As a  p r a c t i c a l  m a t te r ,  i f  one in p u t  w ith in  a  samp] 2 i s  z e ro , 
th e  common p ro c e d u re  i s  t o  a s s ig n  i t  a  n e g l ig ib le  p o s i t i v e  v a lu e .
The p ro d u c tio n  fu n c t io n  f o r  Colom bia e s t im a te d  h e re  i s  b a se d  on 
c r o s s - s e c t i o n a l  d a ta  ta k e n  p r im a r i ly  from  th e  1960 n a t io n a l  census, 
and  supp lem ented  w ith  o th e r  d a ta ,  th e  so u rc e  o f  w hich w i l l  be  n o te d . 
The y e a r  i 960 was ch osen  b ecau se  i t  i s  th e  o n ly  r e c e n t  y e a r  f o r  w hich 
c r o s s - s e c t i o n a l  in fo rm a tio n  on a  w ide s e l e c t i o n  o f  a g r i c u l t u r a l  in p u ts  
i s  a v a i l a b l e .  I t  m ust be  n o te d  t h a t  d e s p i t e  th e  " o f f i c i a l "  n a tu re  o f  
m ost o f  th e  d a ta ,  t h e i r  a c c u ra c y  i s  q u e s t io n a b le  i n  many c a s e s ,  a s  i s  
t r u e  w ith  m ost s t a t i s t i c s  from  u n d e rd e v e lo p e d  c o u n t r ie s .  F o r t h i s  
re a so n  th e r e  i s  p ro b a b ly  a  c o n s id e ra b le  d eg ree  o f  m easurem ent e r r o r  
i n  th e  v a r i a b l e s ,  and  th e  r e s u l t s  m ust be i n t e r p r e t e d  w ith  a p p ro p r ia te  
c a u t io n .
The fo llo w in g  v a r i a b l e s  were t e s t e d  f o r  in c lu s io n  in  a  Cobb- 
D ouglas p ro d u c tio n  f u n c t io n  f o r  C olom bian a g r i c u l t u r e :
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Y = t o t a l  v a lu e  o f  c ro p  o u tp u t ,  b y  d e p a r tm en t.
X^= h e c ta r e s  o f  la n d  i n  c ro p  p ro d u c tio n , 
in c lu d in g  a r a b le  la n d  i n  s e a s o n a l u s e ,  
la n d  i n  perm anent c ro p s ,  and la n d  in  
c o f fe e  p ro d u c tio n .
Xg= farm  p o p u la t io n  o f  th e  d ep a rtm en t.
X = number o f  t r a c t o r s  i n  th e  d e p a rtm en t.
8
X^= m e tr ic  to n s  o f  f e r t i l i z e r  u sed .
^R epub lic  o f  C olom bia, D epartam ento  A d m in is tra t iv o  N ac io n a l de 
E s t a d i s t i c a s ,  "Resumen N a c io n a l,"  D ir e c to r io  N ac io n a l de E x p lo ta c io n e s  
A g ro p e c u a r ia s , i 960 (B ogota: M u l t i l i t h  E s ta d in a l ,  1962.) p a ss im . T h ese , 
and r e l a t e d  d a ta ,  a r e  p re s e n te d  in  th e  A ppendix .
7 /  /'C a ja  A g ra r ia ,  " E s tim a tiv o s  de P ro d u cc io n  A g r ic o la  p o r  D epartam en tos, 
C a r ta  A g r a r ia , Annex t o  No. 80 , J a n u a ry , 19&2, pp . 1-7# an -̂ Banco de l a  
R e p u b lic a , In form e A nual, 1962 (B ogota: Banco de l a  R e p u b lic a , 1962), 
p. 20h .
^ I n s t i t u t o  de I n v e s t ig a c ic n e s  Tecnol<^gicas, In fo rm e (B ogota:
I n s t i t u t o  de I n v e s t ig a c io n e s  T e c h n o lo g ic a s , 1965), p . 17-
9
X = t o t a l  la n d  a re a  i r r i g a t e d  a n d /o r  d ra in e d .
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X^= a g r i c u l t u r a l  c r e d i t , i n  p e so s , s u p p lie d  b y  
th e  C aja  A g ra r ia .-1-®
X = number o f  fa rm s i n  th e  d ep artm en t u s in g  
' an im a l pow er e x c lu s iv e ly .
The seven  in d e p en d e n t v a r i a b l e s  d e s c r ib e d  above were t e s t e d  in  
a  r e g r e s s io n  e q u a tio n  d e r iv e d  from  th e  lo g a r i th m ic  t r a n s f o r m a t io n  o f  
a  Cobb-Douglas p ro d u c tio n  f u n c t io n .  The r e g r e s s io n  o f  th e  seven  
f a c t o r s  on Y y ie ld e d  a  c o e f f i c i e n t  o f  m u l t ip le  c o r r e l a t i o n  (r ) e q u a l 
t o  0.973> and  a  c o e f f i c i e n t  o f  d e te rm in a tio n  (R^) o f  0 .9 ^ 7 - T h is  
means t h a t  th e  seven  v a r i a b l e s  to g e th e r  e x p la in  ro u g h ly  95 Pe r  c e n t 
o f  th e  d e p a r tm e n t- to -d e p a r tm e n t v a r i a t i o n  in  a g r i c u l t u r a l  o u tp u t .
The u n e x p la in e d  v a r i a t i o n  o f  f iv e  p e r  c e n t  may be th e  r e s u l t  o f  th e  
u se  o f  an  in a p p r o p r ia te  r e g r e s s io n  e q u a t io n ,  th e  o m iss io n  o f  r e le v a n t  
in d ep en d en t v a r i a b l e s ,  o r  th e  e r r o r s  o f  m easurem ent in  th e  d a ta .
An in s p e c t io n  o f  th e  m a tr ix  o f  s im p le  c o r r e l a t i o n  c o e f f i c i e n t s  
(T able  8) r e v e a ls  t h a t  s e v e r a l  o f  th e  assum ed in d ep en d en t v a r i a b le s  
a r e  h ig h ly  c o r r e l a t e d  w ith  one a n o th e r ,  i . e . ,  t h a t  m u l t i c o l l i n e a r i t y  
e x i s t s  in  t h e  r e g r e s s io n  e q u a t io n .  The p re se n c e  o f  m u l t i c o l l i n e a r i t y  
among th e  v a r i a b le s  w i l l  cau se  th e  s ta n d a rd  e r r o r s  o f  th e  c o e f f i c i e n t s  
t o  be o v e re s t im a te d , and  w i l l  le a d  t o  in d e te rm in a c y  o f  th e  e s t im a te s .
F u r th e r ,  i n  s p i t e  o f  th e  r e l a t i v e l y  good f i t  o f  th e  d a ta  a s  
m easured  b y  th e  c o e f f i c i e n t  o f  d e te r m in a t io n ,  " t - t e s t s "  on th e  
seven  in d iv id u a l  v a r i a b le s  r e v e a le d  t h a t  few were s i g n i f i c a n t l y  
a s s o c ia te d  w ith  th e  dep en d en t v a r i a b le  in  th e  o r i g i n a l  fo rm u la t io n  o f
^U npub lished  d a ta  s u p p l ie d  b y  INCORA, J u ly ,  19&5*
^ C a j a  A g ra r ia ,  C a r ta  A g r a r ia , Annex t o  No. 56 , J a n u a ry , 19&1, n .p .
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the equation; only and were significant at the five per cent level, 
while X-̂  and X̂  approached significance only between the 10 and 20 per 
cent levels .
In an attempt to improve the association of dependent and 
independent variables and to reduce the effects  of m ulticollinearity,
TABLE 8
COEFFICIENTS OF SIMPLE CORRELATION
Y X2 X2 X3 x l* X5 X6
X
7
Y 1 .0 0  0 .8 8 0 .8 0 0 .U1 0.81+ 0 .0 9 0 .8 7 o.i+5
X1 1 .0 0 0 .8 8 0 . 31+ O.89 0 .1 3 0 .7 3 0 .6 1
x2 1 .0 0 0 .2 6 0 .8 3 0 .0 1 0 .7 8 0 .7 2
X3 1 .00
0.1+2 0 .6 2 0.1+9 - 0 .0 8
1 .0 0 0 .1 3 0 .6 7 0 .6 7
X5 1 .0 0
0 .2 1 -0.01+
x 6 1 .0 0 0 .4 6
X7 1 .0 0
the regression was recomputed a fterd e le tin g  Xp, X , and Xq, the weakest
3 '
explanatory terms. The new equation displayed a marked improvement in 
the significance of the retained variables, while the coefficien t of 
determination was reduced only from 0 .9 ^ 7  to 0 .8 9 1 . This procedure 
generated the following Cobb-Douglas production function in logarithmic 
form
lo g  Y = 1 . 563+0 .3031ogX-,_+0.11510^ + 0 . 64 llogX 6 -0 .1031ogX 7 
(O .I8 7 ) (0 . 06 l )  (0 .1 7 3 ) (0 .0 5 5 )
w here th e  s ta n d a rd  e r r o r s  a re  g iv e n  in  p a re n th e s e s  below  each  c o e f f i c i e n t .  
The c a l c u l a t i o n s  and  r e s u l t s  from  t h i s  p ro d u c tio n  f u n c t io n  a re  sum m arized 
i n  T ab le  9 - 1"*’
The p ro d u c tio n  e l a s t i c i t i e s  i n d ic a te  th e  e x p e c te d  p e rc e n ta g e  
in c r e a s e  o r  d e c re a se  in  th e  v a lu e  o f  a g r i c u l t u r a l  p ro d u c tio n  t h a t  
would be  g e n e ra te d  b y  a  one p e r  c e n t  in c r e a s e  o r  d e c re a se  in  th e  
a p p l i c a t i o n  o f  e ach  r e s o u rc e ,  o th e r  in p u t  l e v e l s  b e in g  h e ld  c o n s ta n t .
F o r exam ple, th e  f ig u r e s  su g g e s t t h a t  a  one p e r  c e n t  in c r e a s e  in  th e  
p r o v is io n  o f  a g r i c u l t u r a l  c r e d i t  would b o o s t  th e  v a lu e  o f  a g r i c u l t u r a l  
p ro d u c tio n  b y  0 .6 ^  p e r  c e n t ,  i f  a l l  o th e r  re s o u rc e  l e v e l s  were m a in ta in e d . 
S im i la r ly ,  a  d e c re a se  o f  one p e r  c e n t  in  th e  number o f  non-m echanized  
fa rm s would r a i s e  th e  v a lu e  o f  a g r i c u l t u r a l  o u tp u t b y  0 .1 0  p e r  c e n t ;  
su ch  farm s a re  p r im a r i ly  s u b s is te n c e  o p e ra t io n s  w hich u se  a  la rg e  
s h a re  o f  a g r i c u l t u r a l  r e s o u r c e s ,  b u t  w hich c o n t r ib u te  l i t t l e ,  i f  
an y , t o  m ark e ted  a g r i c u l t u r a l  o u tp u t .
The sum o f  th e  p ro d u c tio n  e l a s t i c i t i e s  would p ro v id e  an  in d ic a t io n  
o f  th e  n a tu re  o f  r e tu r n s  t o  s c a le  f o r  Colom bian a g r i c u l t u r e ,  i f  i t  
c o u ld  be  assum ed t h a t  no r e le v a n t  in p u ts  had b een  o m itte d  from  th e  
p ro d u c tio n  f u n c t io n .  S in c e , b y  d e s ig n , t h i s  i s  n o t  th e  c a se  w ith  th e  
above f u n c t io n ,  no c o n c lu s io n s  can be  drawn from i t  r e g a rd in g  th e  
c h a r a c te r  o f  s c a le  r e tu r n s .
■^Tn a  r e g r e s s io n  e q u a tio n  c o n s t r u c te d  from  c r o s s - s e c t i o n a l  d a ta ,  
t h e r e  i s  u n l ik e ly  t o  be s e r i a l  c o r r e l a t i o n  o f  th e  e r r o r  te rm  u n le s s  
th e  sam ples from  w hich th e  d a ta  a re  ta k e n  have some n a t u r a l  o n e -d im e n sio n a l 
o rd e r .  T h e re fo re  a  t e s t  f o r  a u to c o r r e l a t i o n ,  su ch  a s  th e  D urbin-W atson 
d s t a t i s t i c ,  i s  n o t n e c e s s a ry  f o r  th e  e q u a tio n  e s t im a te d  h e re . See 
C a r l  F . C h r i s t ,  E conom etric  M odels, and  M ethods (New York: John  Wiley^ 
and  Sons, 1966), p p . 522 , 527 .
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TABLE 9
RESULTS OF A COBB-DOUGLAS PRODUCTION FUNCTION 
FOR COLOMBIAN AGRICULTURE
P ro d u c tio n  e l a s t i c i t i e s :
Land
F e r t i l i z e r
C re d i t
N on-m echanized farm s 




F e r t i l i z e r
C re d it
N on-m echanized farm s 
Ave rag e  produc t  s :
Land
F e r t i l i z e r
C re d i t
N on-m echanized farm s 
M arg in a l p ro d u c ts :
Land
F e r t i l i z e r
C re d it
O p p o rtu n ity  c o s t s :
Land
F e r t i l i z e r
C re d it
0 .3 0 3
0 .1 1 5
0 .6 4 l
- 0■103
0 .9 5 6
198 ,690
214 ,464




4 1 ,0 5 1 .6 5
4 .3 3
2 0 ,4 5 3 .9 8
27 9 .0 0





(th o u san d s  o f  $) 
(h e c ta r e s )  
(m e tr ic  to n s )  
(th o u san d s  o f  $) 
(number)
p e r  h e c ta r e )  
p e r  to n )  
p e r  $) 
p e r  farm )
p e r  h e c ta r e )  
p e r  to n )  
p e r  $)
($
($
($ p e r  h e c ta r e )  
p e r  to n )
..per $)
M arg in a l r e tu r n  t o  o p p o r tu n i ty  c o s t  r a t i o s :
Land
F e r t i l i z e r
C re d it
1 .1 1 6
5 .0 4 6
2.579
The sam ple means a re  in  e ac h  c a se  th e  g eo m etric  means o f  th e
d ependen t and  in d ep en d en t v a r i a b l e s ,  and  th e s e  a r e  u sed  to  e v a lu a te
th e  av e rag e  and  m a rg in a l p ro d u c ts  o f  e ach  in p u t .  The a v e rag e  p ro d u c t
o f  e ach  re s o u rc e  i s  g iv e n  b y  th e  mean o u tp u t d iv id e d  b y  th e  mean
in p u t  o f  th e  a p p ro p r ia te  r e s o u rc e .  I t  sh o u ld  be n o te d  t h a t  th e
o b ta in e d  a v e rag e  in c lu d e s  th e  o u tp u t r e t u r n  t o  a l l  r e s o u rc e s ,  and
n o t j u s t  th e  r e tu r n  a t t r i b u t a b l e  t o  th e  in d iv id u a l  r e s o u rc e .  On th e
o th e r  hand , th e  m a rg in a l p ro d u c ts  in d ic a te  th e  e x p e c te d  in c re a s e  in
th e  v a lu e  o f  a g r i c u l t u r a l  o u tp u t t h a t  would be fo r th co m in g  from  th e
u se  o f  an  a d d i t i o n a l  u n i t  o f  each  in p u t ,  th e  l e v e l  o f  e v e ry  o th e r
in p u t  rem a in in g  c o n s ta n t .
The o p p o r tu n i ty  c o s t  o f  e ac h  r e s o u rc e ,  f o r  want o f  a  b e t t e r
m easu re , i s  ta k e n  t o  be th e  av erag e  m arket p r ic e  t h a t  p r e v a i le d  f o r
th e  re s o u rc e  d u r in g  th e  y e a r  t o  w hich th e  p ro d u c tio n  f u n c t io n  r e f e r s .
The a v e rag e  m arke t p r i c e  o f  la n d  i s  f ig u r e d  a s  th e  a n n u a l c o s t  o f
r e n t in g  one h e c ta r e  o f  fa rm la n d . I n  s e v e r a l  e s t im a te s  o f  a g r i c u l t u r a l
p ro d u c tio n  c o s t s  in  19^0, th e  C aja  A g ra r ia  c a lc u la te d  r e n t s  somewhere
12b e tw een  $150 and  $350 p e r  h e c ta r e ,  w ith  an  a v e rag e  o f  a b o u t $2 5 0 . 
S im i la r ly ,  i n  th e  s tu d y  o f  th e  R ib  S u arez  B as in  r e f e r r e d  t o  e a r l i e r ,  
t h e  i n v e s t i g a t o r s  found r e n t s  v a ry in g  betw een  $320 and  $500 p e r
13fa n e g a d a , o r  a b o u t $205 and  $320 p e r  h e c ta r e .  Thus a  f ig u r e  o f  
$250  p e r  h e c ta r e  seems t o  be a  r e a s o n a b ly  good e s t im a te  o f  la n d  r e n t .
^ C a j a  A g ra r ia ,  C a r ta  A g r a r ia , Annex t o  No. 163 , Ju n e , 19&5; 
p p . 1-h.
^ R e y  Carmona, E s tu d io  A groeconom ico, p . 8 8 .
The av e rag e  p r i c e  o f  f e r t i l i z e r ,  i n  19&0, has b een  more a c c u r a te ly  
m easured  a t  $930 p e r  m e tr ic  t o n . ^
The o p p o r tu n i ty  c o s t  o f  a  p e so  o f  c r e d i t  has b een  ta k e n  a s  
one p e so  p lu s  th e  a n n u a l i n t e r e s t  charge.- B ut s in c e  th e  i n t e r e s t  
r a t e  v a r i e s  p r i n c i p a l l y  w ith  th e  te rm  o f  th e  lo a n , th e  f ig u r e  o f  
sev en  p e r  c e n t  r e p r e s e n ts  an  av e rag e  i n t e r e s t  r a t e ,  w e ig h ted  a c c o rd -
15in g  t o  th e  m a tu r i ty  s t r u c tu r e  o f  th e  C aja  A g r a r i a 's  lo a n s .
The r a t i o s  o f  m a rg in a l p ro d u c ts  t o  o p p o r tu n i ty  c o s ts  p ro v id e  
a  m easu re , w i th in  th e  s t a t i s t i c a l  r e l i a b i l i t y  o f  th e  d a ta ,  o f  th e  
e f f i c i e n c y  o f  re s o u rc e  u se  p r e v a i l in g  i n  Colom bian a g r i c u l t u r e .  A 
r a t i o  g r e a t e r  th a n  one would in d ic a te  t h a t ,  g iv en  th e  re s o u rc e  
p r i c e  and  th e  l e v e l  a t  w hich o th e r  in p u ts  a re  b e in g  u se d , to o  l i t t l e  
o f  th e  re s o u rc e  in  q u e s t io n  i s  b e in g  em ployed. A r a t i o  l e s s  th a n  
one would i n d ic a te  th e  overem ploym ent o f  a  p a r t i c u l a r  r e s o u rc e .
Maximum e f f i c i e n c y  i n  p ro d u c tio n  would o c cu r when a l l  m a rg in a l 
p ro d u c t t o  o p p o r tu n i ty  c o s t  r a t i o s  a r e  e q u a l  t o  one, t h a t  i s ,  when 
th e  a d d i t io n  t o  th e  v a lu e  o f  t o t a l  o u tp u t r e s u l t i n g  from  th e  u se  
o f  an  a d d i t i o n a l  u n i t  o f  a  re s o u rc e  i s  j u s t  e q u a l to  th e  u n i t  c o s t  
o f  t h a t  r e s o u rc e .
R esou rce  A djustm en ts i n  Colom bian A g r ic u l tu re
The r e s u l t s  o f  th e  p ro d u c tio n  f u n c t io n  f o r  Colombia s u g g e s t, 
f i r s t l y ,  t h a t  a g r i c u l t u r a l  o u tp u t c o u ld  be in c re a s e d  b y  an  ex p an s io n
^ D a le  W. Adams, and  o th e r s ,  P u b lic  Law U8Q and  C o lo m b ia 's  
Economic Developm ent (M ed e llin , C olom bia: F a c u l ta d  de Agronom ia, 
U n iv e rs id a d  N a c io n a l, 196^ ) ,  p . 9-
15Above, p. 53.
o f  la n d  u s e . S p e c i f i c a l l y ,  th e  f in d in g s  in d ic a te  t h a t  e ac h  a d d i t i o n a l  
h e c ta re  o f  la n d  b ro u g h t i n t o  c ro p  p ro d u c tio n  would add  $279 t o  th e  v a lu e  
o f  a g r i c u l t u r a l  o u tp u t .  A cco rd in g  t o  A tk in so n , m ost o f  C o lo m b ia 's  
in c r e a s e  i n  c ro p  p ro d u c tio n  i n  th e  p a s t  decade i s  a t t r i b u t a b l e  t o  
in c re a s e d  a c rea g e  in  c u l t i v a t i o n .  The r e s u l t s  h e re  i n d ic a te  t h a t  
th e r e  s t i l l  rem ains th e  p o s s i b i l i t y  f o r  f u r t h e r  e x p an s io n  a lo n g  th e s e  
l i n e s .
From th e  s ta n d p o in t  o f  re so u rc e  p r o d u c t iv i ty ,  how ever, a  more
s i g n i f i c a n t  in c re a s e  i n  o u tp u t would be fo r th co m in g  from  an  in c re a s e d
use  o f  ch em ica l f e r t i l i z e r s  in  Colombian a g r i c u l t u r e ,  where e ac h
a d d i t i o n a l  to n  o f  f e r t i l i z e r  would add a p p ro x im a te ly  $4 ,700  t o  th e
v a lu e  o f  t o t a l  o u tp u t .  The p r o d u c t iv i ty  p o t e n t i a l  o f  f e r t i l i z e r
i s  co n firm ed  b y  A tk in s o n 's  f in d in g s  o f  th e  d e c l in e  i n  a g r i c u l t u r a l
p r o d u c t iv i t y  i n  r e c e n t  y e a r s ,  l a r g e ly  a s  a  r e s u l t  o f  th e  re d u c ed  r a t e
17o f  f e r t i l i z e r  a p p l i c a t io n .
B ut w h ile  an  in c r e a s e  in  f e r t i l i z e r  t r e a tm e n t  would ad d  enormous
b e n e f i t s  t o  Colombian a g r i c u l t u r a l  o u tp u t ,  th e r e  a r e  some d i f f i c u l t i e s
i n  a n  e x p an s io n  o f  i t s  u s e . F o r one th in g ,  dom estic  p ro d u c tio n  o f
f e r t i l i z e r s ,  a l th o u g h  in c r e a s in g ,  has n o t k e p t up w ith  dom estic
consum ption . F o r exam ple, in  th e  y e a rs  1962-63  and  1963-64 , th e
n a t io n  u sed  40 ,000  and 55*000 m e tr ic  to n s  o f  f e r t i l i z e r ,  r e s p e c t iv e ly ,
18
w h ile  p ro d u c in g  o n ly  10 ,000  and  25 ,000  to n s .  The d i f f e r e n c e s  had 
t o  b e  im p o rte d , th e re b y  c o n t r ib u t in g  t o  C o lo m b ia 's  f o r e ig n  exchange 
p ro b lem s. I n  a d d i t io n ,  th e  m arke t p r i c e  o f  f e r t i l i z e r  c o n c e a ls  th e
1 /T
A tk in so n , A g r ic u l tu r a l  P ro d u c tio n  and  T echno logy , p . 3*
^ I b i d . , p . 1 9 .
18
U n ite d  N a tio n s , Food and  A g r ic u l tu re  O rg a n iz a t io n , F e r t i l i z e r s : 
An A nnual Review o f  W orld P ro d u c tio n , C onsum ption, and  T ra d e , 1964,
PP- 93, 97-
f u l l  c o s t  o f  expand ing  f e r t i l i z e r  u s e ;  such  e x p an s io n  would r e q u i r e  much 
more w id esp read  s to ra g e  and  d i s t r i b u t i o n  f a c i l i t i e s  th a n  a r e  now 
p ro v id e d  b y  p r iv a t e  d e a le r s  i n  C olom bia.
A more e x te n s iv e  p r o v is io n  o f  a g r i c u l t u r a l  c r e d i t  w ould a ls o  
augm ent a g r i c u l t u r a l  o u tp u t ,  y e t  would e n t a i l  none o f  th e s e  d i f f i c u l t i e s .  
Each a d d i t i o n a l  peso  o f  c r e d i t ,  th e  d a ta  s u g g e s ts ,  c o u ld  g e n e ra te  
$2 .7 6  i n  a d d i t i o n a l  o u tp u t a t  an  i n t e r e s t  c o s t  o f  o n ly  seven  p e r  c e n t .
I n  a d d i t io n ,  w e l l - s t a f f e d  c r e d i t  f a c i l i t i e s  a re  now in  o p e ra t io n  in  
a l l  a g r i c u l t u r a l  r e g io n s  o f  th e  c o u n try .
M oreover, w h ile  c r e d i t  i s  i n  i t s e l f  p ro d u c t iv e ,  i t  m igh t be 
u sed  to  in f lu e n c e  th e  o th e r  needed  re s o u rc e  a d ju s tm e n ts  i n  Colom bian 
a g r i c u l t u r e .  A c r e d i t  p rogram  c o u ld  be d e s ig n e d  t o  en cou rage  th e  
p u rch ase  o r  r e n t a l  o f  a d d i t i o n a l  a g r i c u l t u r a l  la n d s .  S im i la r ly ,  
a  le n d in g  program  c o u ld  f o s t e r  th e  g r e a t e r  u se  o f  f e r t i l i z e r s  b y  
m aking t h i s  a  re q u ire m e n t f o r  a  lo a n , a l th o u g h  d o m estic  p ro d u c tio n  
o f  f e r t i l i z e r s  w ould, o f  c o u rs e , have t o  be in c re a s e d  c o n c o m ita n tly .
I t  sh o u ld  be n o te d , to o ,  t h a t  m ost r u r a l  c r e d i t  o f f i c e s  o f  th e  C aja  
A g ra r ia  a re  a s s o c ia te d  w ith  s to re h o u se s  and  o th e r  f a c i l i t i e s  o f  th e  
D epartm ent o f  A g r ic u l tu r a l  S u p p lie s ,  and  t h a t  th e s e  c o u ld  be u sed  to  
w iden th e  d i s t r i b u t i o n  o f  f e r t i l i z e r s  and  r e l a t e d  eq u ipm en t.
F in a l l y ,  th e  a g r i c u l t u r a l  c r e d i t  p rogram  c o u ld  f u r t h e r  th e  
m e c h a n iz a tio n  o f  farm  o p e ra t io n s  i n  C olom bia, th e  la c k  o f  w hich ,
A tk in so n  n o te s ,  i s  y e t  a n o th e r  re a so n  f o r  th e  f a i l u r e  o f  a g r i c u l t u r a l
19p r o d u c t iv i ty  t o  r i s e .  U sing  th e  p ro d u c tio n  f u n c t io n  d a ta  on th e  
number o f  farm s em ploying  an im a l power a s  a  p ro x y  v a r i a b le  r e p r e s e n t in g  
th e  d eg ree  o f  m e c h a n iz a tio n , i t  can  be i n f e r r e d  from  th e  n e g a tiv e
^ A tk in s o n ,  A g r ic u l tu r a l  P ro d u c tio n  and  T echno logy , p . 18.
r e l a t i o n s h i p  be tw een  t h i s  v a r i a b le  and  o u tp u t t h a t  a g r i c u l t u r a l  p ro d u c tio n  
w ould be  im proved b y  a  r e d u c t io n  i n  t h i s  k in d  o f  fa rm in g . A p r o p e r ly  
s t r u c tu r e d  a g r i c u l t u r a l  c r e d i t  p rogram  c o u ld  be an  in d is p e n s a b le  a id  
in  th e  c o n v e rs io n  o f  s u b s is te n c e  farm s t o  more m echanized  o p e ra t io n s  
p ro d u c in g  m a rk e ta b le  s u r p lu s e s .
CHAPTER V I
SUMMARY ART) CONCLUSIONS
I t  h as  “been  th e  p u rp o se  o f  t h i s  t h e s i s  t o  i n v e s t ig a te  th e  r o le  
o f  th e  a g r i c u l t u r a l  s e c to r  in  C o lo m b ia 's  econom ic developm ent an d , 
more s p e c i f i c a l l y ,  t o  exam ine th e  a c tu a l  and  p o t e n t i a l  c o n t r ib u t io n  
o f  th e  n a t i o n 's  a g r i c u l t u r a l  c r e d i t  system  t o  an  enhancem ent o f  t h a t  
r o l e .  A f te r  a  b r i e f  in t r o d u c t io n  in  w hich th e  m ain f e a tu r e s  o f  
Colom bian a g r i c u l t u r e  w ere o u t l in e d ,  t h i s  t h e s i s  c o n s id e re d  th e  
t h e o r e t i c a l  c a se  f o r  th e  s u p p o r t iv e  p o s i t i o n  o f  a g r i c u l tu r e  in  th e  
p ro c e s s  o f  developm en t. An e x am in a tio n  o f  th e  l i t e r a t u r e  on tw o- 
s e c to r  m odels o f  developm ent r e v e a le d  a  g e n e ra l  ag reem ent on th e  
c r u c i a l  im p o rtan ce  o f  th e  a g r a r i a n  s e c to r ,  and  an  e x p re s s io n  o f  
c a u t io n  a g a in s t  i t s  n e g le c t  i n  an y  p la n n ed  econom ic ex p an s io n .
T h is  t h e s i s  th e n  a rg u e d  t h a t  a  fu n d am en ta l r e q u i s i t e  f o r  
in s u r in g  th e  a g r i c u l t u r a l  s e c t o r 's  su p p o rt o f  i n d u s t r i a l  grow th 
was a  sm oo th ly  f u n c t io n in g ,  w e ll-p la n n e d  system  o f  a g r i c u l t u r a l  c r e d i t .  
C h a p te r  I I I  i n v e s t i g a t e d  th e  h i s t o r i c a l  developm ent o f  i n s t i t u t i o n s  
o f  a g r i c u l t u r a l  c r e d i t  i n  C olom bia, a  p ro c e s s  c u lm in a tin g  i n  th e  
em ergence o f  th e  C aja  A g ra r ia  a s  th e  c o u n t r y 's  le a d in g  so u rce  o f  
a g r i c u l t u r a l  fu n d s . T h is  was fo llo w e d  b y  a n  o u t l in e  o f  th e  p re s e n t  
o rg a n iz a t io n  o f  th e  C aja  A g ra r ia  and  a  rev iew  o f  i t s  c u r r e n t  c r e d i t  
and  c r e d i t - r e l a t e d  a c t i v i t i e s .
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C h ap te r  IY c o n tin u e d  w ith  an  in s p e c t io n  o f th e  le n d in g  p a t t e r n s  
o f  th e  C aja  A g ra r ia ,  where lo a n s  were c l a s s i f i e d  b y  v a r io u s  c r i t e r i a ,  
e s p e c i a l l y  b y  s i z e ,  m a tu r i ty ,  and  r e c i p i e n t .  T h is  a n a ly s i s  r e v e a le d  
t h a t  th e  C aja  A g r a r i a 's  le n d in g  a c t i v i t i e s  have n o t b een  e s p e c i a l l y  
e f f e c t i v e  in  m ee tin g  th e  c r e d i t  needs o f  th e  s m a l l - s c a le  s u b s is te n c e  
fa rm e rs  who com prise  th e  b u lk  o f  Colom bia-'s r u r a l  p o p u la t io n .
F in a l l y ,  in  an  a t te m p t t o  p ro b e  th e  re a so n s  f o r  th e  g e n e r a l ly  
p o o r p erfo rm ance  o f  Colom bian a g r i c u l tu r e  in  r e c e n t  y e a r s ,  C h ap te r  V 
in v e s t ig a te d  th e  p r o d u c t iv i t y  o f  some p rim a ry  a g r i c u l t u r a l  in p u ts .
U sing  c a lc u la t io n s  from  a f i t t e d  Cobb-Douglas p ro d u c tio n  f u n c t io n ,  
th e  q u a n t i t a t i v e  r e l a t i o n s h i p  betw een  s e le c te d  a g r i c u l t u r a l  r e s o u rc e s  
and Colom bian c ro p  o u tp u t was d e te rm in e d . I t  was shown t h a t  c e r t a i n  
in p u ts ,  n o ta b ly  la n d , f e r t i l i z e r ,  and  c r e d i t ,  were key  v a r i a b le s  in  
a g r i c u l t u r a l  p ro d u c tio n , and  t h a t  th e s e  m ust f ig u r e  p ro m in e n tly  i n  
an y  program  d e s ig n e d  t o  im prove C o lo m b ia 's  a g r a r ia n  s t r u c t u r e .
C re d i t  A d ju stm en ts  in  Colom bian A g r ic u l tu re
Colom bia h a s ,  i n  th e  C aja  A g ra r ia ,  a  u n iq u e  i n s t i t u t i o n  o f  
a g r i c u l t u r a l  c r e d i t .  As a  q u asi-au tonom ous agency , i t  i s  u n f e t t e r e d  
b y  s t ro n g  t i e s  t o  ch an g in g  n a t io n a l  a d m in is t r a t io n s .^  The freedom  
has p e rm it te d  th e  C aja  A g ra r ia  t o  engage in  lo n g -ru n  p la n n in g  and , in
" ''S t r ic t ly  sp e a k in g , an  "autonom ous agency" in  Colom bia i s  a  l e g a l  
e n t i t y  w ith  a d m in is t r a t iv e  autonom y and  in d ep en d en t f i n a n c i a l  r e s o u rc e s ,  
c r e a te d  f o r  th e  p r o v is io n  o f  a  p a r t i c u l a r  p u b l ic  s e r v ic e .  B ut i n  th e  
sen se  t h a t  th e  C aja  A g ra r ia  i s  n o t r e q u ir e d  t o  subm it i t s  b u d g e t to  th e  
M in is t r y  o f  F in a n c e , a s  o th e r  a g e n c ie s  a r e ,  i t  e n jo y s  even  g r e a t e r  
in d ep en d en ce . See J o i n t  Tax. Program , F i s c a l  S urvey , p . 229-
many in s t a n c e s ,  t o  c a r r y  o u t i t s  p la n s .  M oreover, u n l ik e  th e  M in is t r y  
o f  A g r ic u l tu r e  w hich has in  th e  p a s t  a p p ea re d  to  he  dom inated  h y  c a t t l e
i
and  c o ffe e  i n t e r e s t s ,  th e  C aja  A g ra r ia  h as  h een  in  a  p o s i t i o n  t o  he 
much more re s p o n s iv e  t o  th e  needs o f  th e  s u h s i s t e n c e - l e v e l  c ro p  
p ro d u c e r .
F o r th e s e  re a s o n s , th e  C aja  A g ra r ia  can  p o in t  t o  an  im p re s s iv e
l i s t  o f  s u c c e s s e s .  I n  th e  f o u r  d ecades s in c e  i t s  in c e p t io n ,  i t s
t o t a l  c a p i t a l  has grown t o  more th a n  $600 m i l l i o n  and i t  h as  g ra n te d
more th a n  $12 m i l l i o n  in  a g r i c u l t u r a l  lo a n s .  T e s t i f y in g  t o  th e
ju d ic io u s n e s s  o f  i t s  le n d in g  o p e r a t io n s ,  d e f a u l t s  on lo a n s  o v e r th e
l i f e t i m e  o f  th e  i n s t i t u t i o n  have a v e rag e d  o u t t o  a  mere 0 .0 1  p e r  c e n t ,
2
o r  o n ly  10 c e n ta v o s  p e r  th o u san d  p e so s  lo a n ed .
The C aja  A g ra r ia  i s  a l s o  p r im a r i ly  r e s p o n s ib le  f o r  th e  
m e c h a n iz a tio n  o f  Colom bian a g r i c u l t u r e ,  e s p e c i a l l y  t h a t  a cco m p lish ed  
in  th e  e a r l y  1 9 6 0 !s .  I n  i 960 a lo n e , f o r  exam ple, th e  C aja  A g ra r ia  
im p o rted  52 p e r  c e n t  o f  a l l  t r a c t o r s  b ro u g h t i n t o  th e  c o u n try . These 
were s o ld ,  on c r e d i t ,  th ro u g h  i t s  400 a g r i c u l t u r a l  su p p ly  s to r e s  
lo c a te d  i n  th e  m a jo r fa rm in g  a r e a s  o f  th e  n a t io n .  M oreover, th e s e  
m e c h a n iz a tio n  a c t i v i t i e s  a re  an  im p o r ta n t s tim u lu s  t o  dom estic  
in d u s t r y ;  th e  C aja  A g ra r ia  p u rc h a se d  more th a n  $100 m i l l i o n  o f  manu-
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f a c tu r e d  a g r i c u l t u r a l  s u p p l ie s  from  Colom bian f irm s  in  1966 a lo n e .
I n  a d d i t io n ,  th e  C aja  A g ra r ia  has b een  an  im p o r ta n t e lem en t 
in  th e  l im i t e d  su c c e ss e s  o f  th e  Colom bian A g ra r ia n  Reform o f  1961 .
2Colom bian In fo rm a tio n  S e rv ic e , Colombia Today, V o l. I I ,  No.
Ju n e , 1967? n .p .
^Colom bia Today, Ju n e , 19&7> n .p .
Through i t s  r e l a t e d  ag en cy , INCORA, i t  h as  b een  i n d i r e c t l y  in v o lv e d  in  
th e  d i s t r i b u t i o n  o f  la n d  and th e  g r a n t in g  o f  la n d  t i t l e s .  More d i r e c t l y ,  
th e  C aja  A g ra r ia  i t s e l f  s u p p l ie s  much o f  th e  p ro d u c tio n  c r e d i t  t o  th e  
new ly s e t t l e d  fa rm e rs ,  th e r e b y  in s u r in g  th e  sec u re  te n u re  in  la n d  
w hich i s  b a s i c  t o  an y  s u c c e s s f u l  a g r a r ia n  re fo rm .
Y e t, a lo n g  w ith  th e s e  a ch ie v e m e n ts , th e r e  have b een  s e r io u s  
d e f i c i e n c ie s  i n  th e  C aja  A g r a r i a 's  p r o v is io n  and a l l o c a t i o n  o f  
a g r i c u l t u r a l  c r e d i t .  T hese stem , i n  la r g e  p a r t ,  from  a g r i c u l t u r a l  
c r e d i t  p o l i c y  i n  Colom bia b e in g  a  t y p i c a l  p ro d u c t o f  th e  L a t in  Am erican 
" s t y le "  in  p o lic y m a k in g , w ith  th e  a t t e n d e n t  p rob lem s o f  d u p l ic a t io n  
and in e f f i c i e n c y .
F o r  exam ple, th e  C aja  A g ra r ia  p e r s i s t s  i n  em p h asiz in g  lo a n s  
t o  c a t t l e  ra n c h e rs  and  c o f f e e  p ro d u c e rs .  At b e s t ,  t h i s  em phasis 
r e p r e s e n ts  a  d u p l i c a t io n  o f  e f f o r t s  in  t h a t  th e s e  a c t i v i t i e s  re c e iv e  
ample c r e d i t  s e r v ic e s  from  t h e i r  own c r e d i t  i n s t i t u t i o n s - - t h e  Banco 
Ganadero an d  th e  Banco C a f e te ro —and  from  th e  lo a n  desks o f  com m ercial 
b a n k s . At w o rs t ,  t h i s  p e r p e tu a te s  i n e f f i c i e n c y  in  a g r i c u l t u r a l  
p ro d u c t io n ,  f o r  l iv e s to c k  a c c o u n ts  f o r  o n ly  a  t h i r d  o f  th e  v a lu e  o f  
a g r i c u l t u r a l  p ro d u c tio n  w h ile  o ccupy ing  90 p e r  c e n t  o f  th e  a g r i c u l t u r a l  
la n d s ;  a s  f o r  c o f f e e ,  t h e r e  i s  c l e a r l y  a  need  t o  tr a n s fo rm  th e  n a t i o n 's  
t r a d i t i o n a l  p o s i t i o n  a s  a  o n e -c ro p  economy s u b je c t  t o  th e  v a g a r ie s  o f  
th e  i n t e r n a t i o n a l  m a rk e t .
By fo c u s in g  i t s  e f f o r t s  on c a t t l e  and  c o f fe e  p ro d u c tio n , th e  
C aja  A g ra r ia  has n o t u sed  i t s  c r e d i t  re s o u rc e s  s u f f i c i e n t l y  t o  
enco u rag e  th e  expanded  p ro d u c t io n  o f  r i c e ,  w heat, b e a n s , co co a , and  
c o t to n .  As a  co n seq u en ce , th e  n a t io n  i s  r a p id ly  m oving from  a n e t  
e x p o r te r  t o  a  n e t  im p o r te r  o f  th e s e  i te m s . S im i la r ly ,  g r e a t e r  e f f o r t s
a re  r e q u i r e d  to  f o s t e r  th e  p ro d u c tio n  o f  c o rn , s u g a r ,  and p o ta to e s , 
item s in  -which f u tu r e  export^ o p p o r tu n i t ie s  a p p e a r  to  be good.
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The C aja  A g ra r ia  sh o u ld  a l s o  c o n s id e r  c h a rg in g  somewhat h ig h e r
i
r a t e s  o f  i n t e r e s t  on i t s  lo a n s .  In  r e c e n t  y e a r s , th e s e  r a t e s  have 
been  c o n s id e ra b ly  below  th e  a v e rag e  an n u a l r a t e  o f  i n f l a t i o n  in  
C olom bia, th u s  y ie ld in g  a  n e g a tiv e  r e a l  r a t e  o f  r e tu r n  on a g r i c u l t u r a l  
le n d in g .  W hile th e r e  may be co g en t j u s t i f i c a t i o n s  f o r  s u b s id iz in g  
th e  a g r i c u l t u r a l  s e c to r  in  th e  i n i t i a l  s ta g e s  o f  dev e lo p m en t, a 
s u b s id ia r y  th ro u g h  low i n t e r e s t  r a t e s  p o ses  th e  s e r io u s  dan g er 
o f  e ro d in g  th e  l im i t e d  f i n a n c i a l  re s o u rc e s  o f  th e  C aja  A g ra r ia .
In  a d d i t io n ,  th e  p r e s e n t  i n t e r e s t  r a t e  p o l ic y  may le a d  t o  th e  
uneconom ical u se  o f  c r e d i t  by in d iv id u a ls  and  f irm s  t h a t  have e a sy  
a c c e s s  t o  c r e d i t  a t  low , e s t a b l i s h e d  r a t e s .  F in a l l y ,  th e  e x i s t in g  
low r a t e s  on a g r i c u l t u r a l  lo a n s  may encourage  th e  p r a c t i c e  o f  
bo rro w in g  l a r g e r  th a n  needed  am ounts o s te n s ib ly  f o r  p ro d u c tiv e  
p u rp o s e s , th e re b y  f r e e in g  th e  f a rm e rs ' own funds f o r  a d d i t io n a l  
consum ption  e x p e n d i tu r e s .
The C aja  A g ra r ia  m ust a l s o  u se  i t s  c r e d i t  power to  e n la rg e  
and im prove a g r i c u l t u r a l  i n p u t s . F a r  more c r e d i t  must be made 
a v a i l a b le  t o  in c r e a s e  th e  amount o f  la n d  in  c ro p  p ro d u c tio n , e i t h e r  
th ro u g h  r e n t a l  o r  p u rc h a s e . In  r e c e n t  y e a r s ,  f o r  exam ple, o n ly  
a b o u t two p e r  c e n t  o f  th e  C aja  A g r a r i a 's  lo a n s  have been  u sed  f o r  
th e  a c q u i s i t i o n  o f  new a g r i c u l t u r a l  la n d s .  M oreover, th e  C aja
^On t h i s  p o in t  see  Anand G. C h andavarkar, " I n t e r e s t  R ate  P o l i c i e s  
in  D evelop ing  C o u n tr ie s ,"  F in an ce  and D evelopm ent, V o l. V II ,  M arch, 
1970, p p . 1 9 - 2 7 . C handavarkar a l s o  n o te s  t h a t  u n r e a l i s t i c a l l y  low 
r a t e s  o f  i n t e r e s t  may impede th e  grow th o f  o rg a n iz e d  money and c a p i t a l  
m ark e ts  by  d is c o u ra g in g  th e  developm ent o f  f i n a n c i a l  in te r m e d ia r ie s .
A g ra r ia  c o u ld  im prove th e  e f f i c i e n c y  o f  la n d  c u r r e n t l y  in  u se  i f  i t  
w ere  t o  en co u rag e  c o n s o l id a t io n  lo a n s  t o  overcome th e  f ra g m e n ta tio n  
o f  p ro p e r ty  h o ld in g s ,  now a s e r io u s  and grow ing prob lem  in  Colom bia.
O th e r a g r i c u l t u r a l  in p u ts  w hich e s p e c i a l l y  need  c r e d i t  in c e n t iv e s
t o  be in c r e a s e d  in c lu d e  f e r t i l i z e r s  and i r r i g a t i o n  f a c i l i t i e s . The
p ro d u c tio n  and  u se  o f  f e r t i l i z e r  in  Colom bia have ta p e r e d  o f f  to
a  d a n g e ro u s ly  low l e v e l .  C ropland  i r r i g a t i o n  h a s  n e v e r  been  g r e a t l y
en co u rag ed  i n  C olom bia, e s p e c i a l l y  by th e  s t a t e ;  by  1964 th e  n a t io n
h a d  u n d e r 1 5 0 ,0 0 0  i r r i g a t e d  h e c ta r e s  o f  fa rm la n d , o f  w hich o n ly
5
25 ,0 0 0  h e c ta r e s  w ere a t t r i b u t a b l e  t o  gov ern m en ta l i n i t i a t i v e .
In  a d d i t io n  t o  th e  above c r e d i t  r e a l l o c a t io n s  by  ty p e  o f  
a c t i v i t y  and by  in p u t s ,  th e  C aja  A g ra r ia  m ust a l s o  r e c o n s id e r  i t s  
le n d in g  program  in  te rm s o f  th e  r e c i p i e n t s  o f  i t s  l o a n s . D e sp ite  
th e  grow th o f  i t s  c r e d i t  a c t i v i t i e s ,  th e  f a c t  rem ains t h a t  o n ly  
a b o u t 15 p e r  c e n t  o f  farm  f a m i l ie s  in  Colom bia u t i l i z e  o f f i c i a l  so u rc e s  
o f  a g r i c u l t u r a l  c r e d i t .  And o f  t h e s e ,  th o s e  who do r e c e iv e  lo a n s  a re  
u s u a l l y  p r o p e r ty  ow ners engaged in  c o f fe e  o r  c a t t l e  p ro d u c t io n .  The 
C a ja  A g ra r ia  h a s  u n w i t t in g ly  f o s te r e d  t h i s  p roblem  by  i t s ~ in o r d in a te  
em phasis on p ro p e r ty  m ortgages a s  c o l l a t e r a l  f o r  i t s  l o a n s .
But a  m ere s h i f t  t o  more l i b e r a l  p o l i c i e s  tow ard  lo a n  g u a ra n te e s  
w i l l  n o t  a lo n e  s o lv e  th e  prob lem  o f  in d u c in g  p e a s a n t fa rm ers  t o  u t i l i z e  
a v a i l a b le  c r e d i t ;  a  h e ig h te n e d  cam paign o f  e d u c a tio n  in  th e  u se  o f  
c r e d i t  i s  n e ed e d . The C aja  A g ra r ia  a c t u a l l y  a tte m p te d  such a  cam paign 
i n  i t s  p i l o t  p r o j e c t  o f  s u p e rv is e d  lo a n s ,  i n i t i a t e d  in  19 6 1 . These
^Banco de l a  R e p u b lic a , A tla s  de Economia C olom biana, V o l. IV 
(B ogo ta : Banco de l a  R e p u b lic a , 1964 ) ,  n .p .
See a b o v e , C h ap te r IV, T ab le  3*
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" t r a in in g  lo a n s"  p ro v ed  t o  "be e x tre m e ly  c o s t l y ,  how ever, and 
a d m in is t r a t iv e  d i f f i c u l t i e s  p re v e n te d  th e  program  from  re a c h in g  
more th a n  a  h a n d fu l  o f  fa rm e rs .
In  v iew  o f  th e  f a c to r s  b e h in d  th e  p e a s a n ts  * r e lu c ta n c e  t o  
bo rro w —th e  m is t r u s t  o f  g o v ern m en ta l i n s t i t u t i o n s ,  th e  im p e r s o n a l i ty  
o f  o f f i c i a l  t r a n s a c t i o n s ,  and  th e  d i s l i k e  o f  p ap erw o rk —e d u c a tio n  in  
th e  u se  o f  c r e d i t  m igh t be more f r u i t f u l l y  ap p ro ach ed  th ro u g h  th e  
sp o n so rsh ip  o f  c r e d i t  c o o p e ra t iv e s  a t  th e  l o c a l  l e v e l ,  w ith  th e  
C aja  A g ra r ia  su p p ly in g  lo a n  fu n d s , t r a i n i n g ,  and t e c h n i c a l  a s s i s t a n c e .
A c o o p e ra tiv e  lo a n  program , a d m in is te r e d  by th e  fa rm e rs  th e m s e lv e s , 
w ould make u se  o f  th e  p e a s a n ts ' p r o c l i v i t y  t o  v iew  c r e d i t  o b l ig a t io n s  
a s  s o c i a l  r e l a t i o n s h i p s ,  w ould e l im in a te  much o f  th e  paperw ork  f o r  
th e  in d iv id u a l  fa rm e r , and m igh t have  im p o r ta n t "d e m o n s tra tio n  e f f e c t s "  
on th o s e  fa rm e rs  who i n i t i a l l y  chose  t o  rem ain  o u ts id e  th e  c o o p e r a t iv e .
In  a d d i t io n ,  t h e r e  i s  no re a so n  t o  b e l ie v e  t h a t  a  c r e d i t  program  
a d m in is te re d  th ro u g h  c o o p e ra tiv e s  c o u ld  n o t  a c h ie v e  th e  b ro a d e r  
c r e d i t  and  p ro d u c tio n  g o a ls  o u t l in e d  ab o v e .
In  o rd e r  t o  acco m p lish  th e  b ro a d e r  s t r u c t u r a l  changes in  Colombian 
a g r i c u l t u r e ,  how ever, th e  su p p ly  o f  fu n d s t o  a g r i c u l t u r e  w i l l  e v e n tu a l ly  
have t o  be  in c r e a s e d .  T h is  a s p e c t  o f  th e  p rob lem  l i e s  in  th e  hands 
o f  th e  n a t io n a l  governm ent th a n  w ith  th e  C aja  A g ra r ia  i t s e l f .
N e v e r th e le s s ,  th e  C aja  A g ra r ia  c o u ld  p o s s ib ly  g e n e ra te  more funds 
by  en co u rag in g  r u r a l  s a v in g s  w h erev e r p o s s ib le ;  t h i s  m igh t be  acco m p lish ed  
by  g iv in g  p r e f e r e n t i a l  lo a n  tr e a tm e n t  and red u ced  i n t e r e s t  r a t e s  t o  
fa rm e rs  who m a in ta in  sa v in g s  a cc o u n ts  in  th e  C aja  A g r a r i a 's  s a v in g s  
b ra n c h , th e  C aja  Colom biana de A h o rro s , o r  by s im i l a r  p r e fe re n c e s
t o  in d iv id u a l  fa rm ers  o r  c o o p e ra t iv e s  f o r  in v e s t in g  in c re a s e d  incom es 
in  r e a l  c a p i t a l .
At th e  n a t io n a l  l e v e l s  th e r e  i s  a  c l e a r  n eed  f o r  in c re a s e d  b u d g e t 
a l l o c a t i o n s  t o  a g e n c ie s  o f  a g r i c u l t u r a l  c r e d i t , and e s p e c i a l l y  t o  th e  
C a ja  A g ra r ia ,  th e re b y  c h a n n e lin g  a  g r e a t e r  p ro p o r t io n  o f  p u b l ic  sa v in g s  
i n t o  a g r i c u l t u r e .  T h is  in c re a s e d  a l l o c a t i o n  m igh t p o s s ib ly  be f in a n c e d  
by  h ig h e r  m a rk e tin g  ta x e s  on c o f fe e  and  l i v e s t o c k ,  and  by au g m en tin g -- 
and  c o l l e c t i n g - - t h e  la n d  ta x e s  on l a r g e ,  u n d e r u t i l i z e d  e s t a t e s .
More p r iv a te  s a v in g s  c o u ld  e a s i l y  be d i r e c t e d  i n to  a g r i c u l tu r e  
( v ia  com m ercial b a n k s) by  a  m o d if ic a t io n  o f  Law 26 o f  1959* At th e  
p r e s e n t  t im e , t h i s  law  r e q u i r e s  t h a t  com m ercial banks make a  minimum 
o f  15  p e r  c e n t  o f  th e  t o t a l  v a lu e  o f  t h e i r  lo a n s  a v a i l a b le  t o  a g r i c u l t u r e ,  
a lth o u g h  in  r e c e n t  y e a r s  banks have chosen  t o  g r a n t  a s  much a s  27 p e r  
c e n t .  Thus th e  minimum, re q u ire m e n t c o u ld  re a so n a b ly  be in c re a s e d  to  
30 o r  35 p e r  c e n t  w ith o u t c a u s in g  undue d i s l o c a t i o n s .  A lso , th e  
p o s s i b i l i t y  sh o u ld  be e x p lo re d  o f  b ro a d e n in g  Law 26 t o  in c lu d e  in s u ra n c e  
com panies and o th e r  f i n a n c i a l  i n s t i t u t i o n s .
F in a l l y ,  th e  Colombian govem m eht h a s  n o t  been  p a r t i c u l a r l y
a g r e s s iv e  in  see k in g  i n t e r n a t i o n a l  f i n a n c i a l  a s s i s t a n c e  f o r
a g r i c u l t u r e .  F o r exam ple, in  th e  p e r io d  1958 t o  1962 , t o t a l  fo r e ig n
a s s i s t a n c e  t o  Colom bia exceeded  U. S . $590 m i l l i o n ,  and o f  t h i s
amount o n ly  U. S . $23 m i l l i o n  was s p e c i f i c a l l y  d e s ig n a te d  f o r  a g r i c u l -  
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t u r e .  G iven th e  c u r r e n t  w i l l in g n e s s  o f  th e  W orld Bank and o th e r  
i n t e r n a t i o n a l  a g e n c ie s  t o  u n d e r ta k e  a g r i c u l t u r a l  in v e s tm e n ts ,  m oreso
^ J o in t  Tax Program , F i s c a l  S u rv ey , p .  118 .
th a n  fo rm e r ly , t h i s  r e p r e s e n ts  a n o th e r  p o t e n t i a l ,  h u t  l i m i t e d ,  so u rce  
o f  funds f o r  a g r i c u l t u r a l  im provem ents in  C olom bia.
C o n clu sio n
A t i t s  b a s e ,  th e  p rob lem  o f  econom ic developm ent i s  one o f  
c a p i t a l  fo rm a tio n . W hile i t  i s  t r u e  t h a t  ample r e s o u r c e s ,  e x te n s iv e  
m a rk e ts , and a  conducive  s o c i a l  and  p o l i t i c a l  c lim a te  a r e  a l l  p e rm is s iv e  
f a c to r s  in  developm en t, th e  f a c t  rem ains t h a t  c a p i t a l  i s  th e  fundam en ta l 
re q u ire m e n t f o r  m o b iliz in g  th e s e  f a c to r s  in to  a  s u s ta in e d  l e v e l  o f  
in c re a s e d  p ro d u c tio n .
Thus an economy w ish in g  to  d ev e lo p  m ust e x p lo re  a l l  p o s s ib le  
so u rc e s  o f  c a p i t a l  fo rm a tio n . Too o f t e n ,  how ever, d e v e lo p in g  n a t io n s  
have te n d e d  t o  p la c e  e x c e s s iv e  em phasis on fo r e ig n  so u rc e s  o f  c a p i t a l .  
E x te rn a l  a id  may som etim es e a se  th e  p ro c e s s  o f  c a p i t a l  fo rm a tio n , b u t 
th e  s u c c e s s f u l  c a s e s  o f  developm ent a r e  th o s e  w here r e l i a b l e  dom estic
so u rc e s  o f  c a p i t a l  have b een  fo u n d . As R urkse h a s  em phasized : " . . .
„8
i t  a l l  b o i l s  down to  t h i s :  c a p i t a l  i s  made a t  home.
F o r many o f  th e  u n d e rd ev e lo p ed  c o u n t r i e s ,  t h e  a g r i c u l t u r a l  
s e c to r  r e p r e s e n ts  a  l a r g e l y  -untapped so u rc e  o f  dom estic  c a p i t a l .  
S p e c i f i c a l l y ,  im provem ents in  a g r i c u l t u r a l  p ro d u c tio n  can  c o n t r ib u te  
t o  a  n a t i o n 's  c a p i t a l  fo rm a tio n  in  th e  fo llo w in g  w ays: ( l )  an
in c re a s e d  a g r i c u l t u r a l  o u tp u t can le a d  t o  lo w er p r i c e s  r e l a t i v e  to  
i n d u s t r y ,  th e re b y  s t im u la t in g  i n d u s t r i a l  p r o f i t s ,  s a v in g , and in v e s tm en t 
( 2 ) r i s i n g  incom es in  a g r i c u l t u r e  may be  ch an n e le d  in to  in v e s tm en t in
^R agnar N urkse, Problem s o f  C a p i ta l  F o rm ation  in  U nderdeveloped  
C o u n tr ie s  (2 n d . e d . ,  O xford : B a s i l  B la c k w e ll, 1 9 5 3 )j P* 1^1-
i n d u s t r i a l  a c t i v i t i e s ;  and ( 3 ) a  p ro s p e r in g  a g r i c u l tu r e  may form  i t s  
own c a p i t a l  d i r e c t ly , ,  e a s in g  th e  farm  s e c t o r 's  demand f o r  c a p i t a l  
from  o th e r  a r e a s  o f  th e  economy.
C e n t r a l  t o  th e s e  c o n t r ib u t io n s , how ever, i s  th e  im p l i c i t  a ssu m p tio n
t h a t  t h e r e  w i l l  he a d eq u a te  so u rc e s  o f  f in a n c e  f o r  th e  ex p an sio n  o f
a g r i c u l t u r a l  p ro d u c t io n ,  and f o r  th e  t r a n s f e r  o f  c a p i t a l .  Edward N evin
h a s  o b se rv ed  t h a t  w e ll-d e v e lo p e d  c r e d i t  i n s t i t u t i o n s ,  a s s u r in g  a
h ig h  and  c o n s i s t e n t  flow  o f  f in a n c e  fu n d s , a re  a  m inim al n e c e s s i ty
f o r  c a p i t a l  m o b i l i z a t io n .  In  N e v in 's  w ords:
The flo w  o f  c r e d i t ,  in  a d eq u a te  am ounts and 
in  a  l o g i c a l  p a t t e r n  o f  d i s t r i b u t i o n ,  i s  
o n ly  one o f  th e  many v i t a l  l i n k s  b e tw een , 
on th e  one h a n d , grow th and developm ent in  
th e  economy an d , on th e  o th e r  h an d , th e  
a c t i v i t i e s  o f  in d iv id u a l  p r iv a te  c i t i z e n s .
L ike  a l l  l i n k s  in  a  c h a in ,  t h i s  p a r t i c u l a r  
l i n k  can n o t be re g a rd e d  a s  h av in g  s u p e r io r  
im p o rtan ce  in  r e l a t i o n  t o  any o th e r .  As 
w ith  any o th e r  c h a in ,  how ever, a  p a r t i c u l a r  
l i n k  in  th e  c h a in  o f  economic r e l a t io n s h ip s  
c an n o t be  n e g le c te d  i f  a  community i s  t o  be 
l i f t e d  from  a s t a t e  o f  underdevelopm ent t o - -  
u l t i m a t e l y —a h ig h  and expand ing  l e v e l  o f  
o u tp u t  th ro u g h  w hich i t s  w e lfa re  i s  r a i s e d  
t o  th e  h ig h e s t  l e v e l  a t t a i n a b l e  w ith  th e  
human and m a te r ia l  re s o u rc e s  w ith  w hich i t  
i s  endow ed.9
F o r th e  C aja  A g ra r ia ,  th e r e  rem ains th e  c h a lle n g e  o f  p ro v id in g  th e  
l i n k  betw een C o lo m b ia 's  abundan t re s o u rc e s  and i t s  p o t e n t i a l  l e v e l  o f  
econom ic d ev e lo p m en t.
^Edward N ev in , C a p i ta l  Funds in  U nderdeveloped C o u n tr ie s  (London: 
M acm illan  and  Co. ,  1963 ) ,  p . 101 .
APPENDIX
APPENDIX
AGRICULTURAL DATA USED FOR ESTIMATION 
OF COBB-DOUGLAS PRODUCTION FUNCTION
V alue o f
Crop H e c ta re s
P ro d u c tio n in F e r t i l i z e r
(Thousands Crop Farm Consum ption
D epartm ent o f  P eso s) P ro d u c tio n P o p u la tio n (Tons)
A n tio q u ia 454 ,890 498 ,499 964,710 13,200
A tla n t ic o 2 6 ,991 19 ,008 2 3 ,829 -
B o liv a r 124,910 114,489 304,091 300
Boyaca 270 ,910 295 ,530 755 ,^04 45 ,400
C aldas 609 ,216 549,230 530,229 12,350
Cauca 77 ,561 249,883 368,748 1 ,6 0 0
Coraoha 165,775 82 ,651 311,255 2 ,2 0 0
Cundinam arca 448,132 392 ,434 760,798 41 ,300
H u ila 168,473 157,590 189,073 4 ,3 0 0
M agdalena 196,820 239 ,737 318,148 16,100
M eta 104,294 84,195 84 ,749 2 ,1 0 0
N arino 167,764 251 ,706 431 ,017 23 ,400
S a n ta n d e r 175,920 • 33^,530 503,121 9 ,150
N. de S a n ta n d e r 179,170 240,775 2 35 ,^97 7 ,900
Tolim a 550,253 471 ,516 406 ,778 22 ,850
V a lle 402,042 461,692 367 , 99^ 50 ,000
APPENDIX— Continued
D epartm ent
H e c ta re s
I r r i g a t e d
and
D ra in ed
V alue o f  
A g r ic u l tu r a l  
Loans 
(Thousands 
o f  P eso s)
Number
o f
T r a c to r s
Number o f  
Farms U sing  
A nim al 
Power
A n tio q u ia 7 9 ,576 165 32,085
A t la n t ic o 1 ,000 14 ,186 149 157
B o liv a r - 50,902 798 1 , 6l 6
Boyacaf . 16,000 69 ,121 472 121,408
C aldas - 64 ,877 359 7 ,103
Cauca 10,000 23 ,3 7 4 622 30 ,694
C irdoba - 4 2 ,828 645 5 ,733
Cundinam arca 14 ,000 133,540 1 ,5 9 9 65,585
H u ila 10 ,000 4 2 ,607 511 17 ,608
M agdalena 15 ,000 42 ,624 1 ,303 2 ,3 7 9
M eta - 2 2 ,617 499 6 ,432
N arino - 26 ,725 266 33,875
S a n ta n d e r - 63 ,879 280 4 5 ,048
N. de S a n ta n d er - 2 7 ,750 187 14 ,401
Tolim a 45 ,000 95 ,814 2 ,2 0 3 12 ,901
V a lle 50 ,000 60 ,951 3 ,080 1 ,015
S ources o f  d a ta  a r e  n o te d  i n  C h ap te r V o f  th e  t e x t .
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